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The  May  Department  Stores  Company 


is  the  country’s 
largest  department  store  retailer  and  operates  quality 


department  store  companies  nationwide.  Our  department 
store  companies  and  their  headquarters  are:  Lord  & 
Taylor,  New  York  City;  Foley’s,  Houston;  Robi  nsons-May, 
Los  Angeles;  Hecht’s,  Washington,  D.C.;  Kaufmann’s, 
Pittsburgh;  Filene’s,  Boston;  Famous-Barr,  St.  Louis;  and 
Meier  &  Frank,  Portland,  Ore. 


Combined,  our  department  store  companies  serve  markets 
totaling  121  million  people  across  the  nation,  and 
each  holds  a  leading  position  in  its  region.  We  operated 
303  department  stores  at  fiscal  year-end  in  29  states  and 
the  District  of  Columbia. 


In  addition.  May  operates  Payless  ShoeSource,  the  country’s 
largest  chain  of  self-service  family  shoe  stores.  Payless 
ShoeSource  sold  158  million  pairs  of  shoes  in  1992. 

At  fiscal  1992  year-end,  3,563  stores  were  operated  in  49 
states,  the  District  of  Columbia  and  Puerto  Rico. 

We  employ  approximately  111,000  associates  in  49  states, 
the  District  of  Columbia,  Puerto  Rico  and  12  offices 
overseas.  A  list  of  our  operating  companies  is  on  page  32 
of  this  report. 
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Letter  to 
Shareowners 


We  are  pleased  to  report  that  in  1992  our  sales  and  earnings  were  the  highest  in  the  his¬ 
tory  of  the  company.  Sales  were  S10.5  billion,  an  8%  increase  over  last  year.  Net  earnings 
per  share  were  $4.52  versus  $3.87,  and  net  earnings  were  $603  million,  up  from  $515 
million,  both  17%  increases.  Store-for-store  sales  were  up  4%  for  the  year.  This  was  our 
18th  consecutive  year  of  increased  sales  and  earnings  per  share. 

In  the  fourth  quarter  of  fiscal  1992,  sales  were  $3.39  billion,  a  10%  increase,  and  a  6.9% 
store-for-store  gain.  Earnings  per  share  were  $2.40.  up  from  $2.01,  and  earnings  were 
$319  million  compared  to  $266  million,  up  19%  and  20%,  respectively,  versus  a  year  ago. 

Reflecting  the  company’s  continued  strong  financial  performance  and  confidence  in  our 
long-term  growth,  the  Board  of  Directors  approved  an  11%  increase  in  the  annual  divi¬ 
dend  rate  and  a  two-for-one  common  stock  split.  The  annual  dividend  rate  on  common 
stock  increases  to  $1.84  per  share  ($.92  per  share  following  the  proposed  stock  split) 
from  $1.66  effective  with  the  June  15,  1993,  dividend  payment.  May  has  increased  the  divi¬ 
dend  19  times  in  the  past  18  years.  The  stock  split  is  contingent  upon  shareowner 
approval  of  an  increase  in  authorized  common  stock.  If  approved,  the  two-for-one  split  will 
be  distributed  June  15  to  shareowners  of  record  on  June  1,  1993. 

During  1992,  we  took  a  number  of  strategic  actions  to  streamline  and  strengthen  our  oper¬ 
ations.  We  combined  eight  department  store  companies  into  four.  We  consolidated 
May  Company  and  Robinson’s,  both  based  in  Los  Angeles,  into  Robinsons-May,  making  it 
the  largest  department  store  company  in  southern  California;  May  Company,  Ohio,  into 
Pittsburgh-based  Kaufmann’s;  and  Hartford-based  G.  Fox  into  Filene’s,  based  in  Boston, 
making  it  the  largest  department  store  company  in  New  England.  The  fourth  consoli¬ 
dation  occurs  in  May  1993,  when  the  Denver-based  May  D&F  is  consolidated  into  Foley’s, 
based  in  Houston,  making  Foley’s  our  largest  department  store  company. 

These  consolidations  result  in  larger,  dominant  regional  department  store  companies,  each 
with  annual  sales  well  in  excess  of  $1  billion.  These  more  powerful  companies,  with 
greater  buying  efficiencies,  offer  their  customers  faster  responses  to  emerging  trends, 
better  merchandise  assortments,  better  values  and  better  service.  Also  part  of  the 
consolidations  was  the  closing  of  14  low  producing  stores.  In  total  in  1992,  we  closed  21 
stores  to  focus  on  the  stores  that  can  best  serve  our  customers.  With  these  consolidations, 
we  now  are  operating  eight  regional  department  store  companies,  down  in  number 
significantly  from  just  a  few  years  ago,  and  Payless  ShoeSource. 

With  the  exception  of  Lord  &  Taylor,  our  department  store  companies  today  all  carry  the 
same  merchandise  lines,  including  such  prestigious  vendors  as  Estee  Lauder,  Lancome, 
Clinique,  Prescriptives,  Chanel,  Clarins,  Ralph  Lauren,  DKNY.  Anne  Klein  II,  Polo, 

Nautica,  Hilfiger,  Calvin  Klein  and  Carole  Little.  These  lines  are,  of  course,  in  addition  to 
our  very  strong  broad-based  brands  such  as  Liz  Claiborne,  Dockers,  Levi’s,  Guess,  Nike, 
Reebok  and  many  others.  Further,  all  of  our  department  stores  have  the  same  merchan¬ 
dising  mix  and  now  all  carry  categories  such  as  furniture  and  consumer  electronics. 

In  February,  we  announced  that  we  are  moving  our  New  York  merchandising  office.  May 
Merchandising,  and  our  overseas  buying  operation.  May  Department  Stores  International, 
to  our  St.  Louis  headquarters  to  form  one  corporate  center.  This  move  is  scheduled 
to  take  place  in  June.  By  operating  one  corporate  center,  we  believe  that  we  will  be  able 
to  respond  to  merchandising  ideas  and  developments  with  greater  speed,  agility  and 
precision,  avoid  fragmented  efforts  which  detract  from  important  initiatives,  and  provide 
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our  customers  with  the  best  possible  assortments  and  values.  Critical  to  this  is  better 
utilization  of  our  steering  committees  which,  along  with  May  Merchandising,  play  a  key 
role  in  developing  merchandise  assortments  and  vendor  alignment,  and  prov  iding  our 
customers  with  the  best  possible  values.  Today  we  have  steering  committees  in  all  of 
our  merchandise  categories.  These  committees  consist  of  highly  skilled  and  experienced 
general  and  divisional  merchandise  managers  and  buyers  from  our  department  store 
companies  and  May  Merchandising. 

In  1992.  we  made  significant  progress  in  the  expansion  of  our  automatic  replenishment 
systems.  This  partnership  program  with  hundreds  of  our  vendors  is  enhancing  our  ability 
to  maintain  an  in-stock  position  in  the  styles,  colors  and  sizes  our  customers  are  buying. 
During  1993.  we  plan  to  increase  orders  through  automatic  replenishment  to  $1.5  billion, 
a  50%  increase  from  1992. 

Along  with  faster  merchandising  decisions,  we  are  placing  greater  emphasis  on  the  faster 
physical  movement  of  merchandise  to  our  selling  floors.  We  have  invested  heavily  in 
better  systems  and  technology,  including  monitoring  each  step  of  distribution  from  order 
placement  to  receipt  of  goods  on  the  selling  floor. 

We  have  also  made  significant  strides  in  improving  the  newness  of  our  inventories.  We  are 
monitoring  this  weekly  to  assure  that  we  operate  with  current  goods. 

We  believe  all  these  actions  will  contribute  significantly  to  our  number  one  priority  of 
improving  store-for-store  sales. 


Expense  Savings.  We  are  incorporating  technology  into  our  business  to  provide  better 
service,  increase  productivity  and  achieve  cost  savings.  Our  programs  include  the 
replacement  and  renovation  of  distribution  centers,  including  up-to-date  procedures  to 
move  merchandise  quickly.  On  the  selling  floor,  we  are  now  using  radio-frequency 
scanners  to  speed  price  changes.  We  have  established  regional  centers  for  a  number  of 
important  sales  support  functions. 

Treating  Our  Customers  Right.  We  have  aggressively  implemented  programs  to  improve 
the  way  our  customers  feel  about  us.  As  a  direct  result  of  our  associates'  enthusiasm 
for  and  support  of  these  initiatives,  our  customer  service  survey  s  have  shown  a  consistent 
improvement  in  customer  satisfaction  since  the  program  began  in  1987. 

Our  associates  are  committed  to  service;  they  welcome  the  opportunity  to  prov  ide  great  ser¬ 
vice  and  increase  sales.  Our  President's  Club  recognizes  associates'  accomplishments 
both  in  providing  service  and  in  reaching  certain  sales  targets.  At  1992  year-end.  I  1  c/<  of 
our  associates  qualified  for  membership  and  generated  23%  of  our  sales.  The  Selling 
Stars  program  began  last  year  to  acknowledge  monthly  the  associates  who  are  top  sales 
performers  in  their  selling  zones. 

These  programs  join  two  long-standing  customer  service  efforts:  the  Friendliness  Program 
and  the  CEO  Cup  Awards.  The  Friendliness  Program  continues  to  be  well-received  by 
our  associates  and  our  customers.  Over  I  .>.000  of  our  sales  associates  hav e  earned  their 


Diamond  Stars  -  the  highest  customer  service  award  level  in  the  company.  The  CEO  Cup 
Awards,  which  recognize  outstanding  achievements  in  customer  service  by  a  store 
company  and  by  individual  stores,  have  become  prized  trophies  for  the  winning  organiza¬ 
tions.  Our  sales  associates  have  tremendous  pride  in  treating  our  customers  right.  We  are 
pleased  to  recognize  on  pages  8  and  9  some  representatives  of  our  many  associates  who 
are  our  selling  and  customer  service  stars. 


Growth  and  Expansion.  Key  components  of  growth  are  new  stores  and  the  remodeling 
and  expansion  of  powerhouse  stores.  In  1993,  we  will  open  13  new  department  stores,  with 
approximately  2  million  square  feet  of  retail  space,  and  220  new  Payless  ShoeSource 
stores,  with  over  700,000  square  feet  of  retail  space.  We  will  remodel  19  department 
stores,  including  six  expansions.  In  addition.  Payless  ShoeSource  will  expand  its  Payless 
Kids  concept,  adding  200  units.  By  1993  year-end.  300  stores  will  operate  in  this  format. 


F  oley  s 


During  the  1993  to  1997  period,  we  plan  to  invest  $3.1  billion  for  108  new  department 
stores,  approximately  1,200  new  Payless  ShoeSource  stores  and  1.000  Payless  Kids  stores. 
This  expansion  will  add  more  than  20  million  square  feet  of  retail  square  footage. 

Our  strong  cash  How  and  financial  condition  allow  us  to  undertake  this  expansion 
program,  as  well  as  to  make  significant  investments  in  consolidations,  technology  and 
other  improvements  to  reduce  expenses. 


Foundation  and  Community  Activities.  We  are  committed  lo  the  communities  we 
serve.  In  1992.  The  May  Department  Stores  Company  Foundation  and  our  associates  contri¬ 
buted  over  816  million  to  approximately  1.000  nonprofit  organizations.  The  Foundation 
contributed  nearly  SI 2  million.  Our  associates  added  over  $4  million  to  this  total  - 
giving  approximately  S3. 5  million  to  local  l  nited  Way  chapters  and  more  than  8300.000 
to  organizations  through  our  dollar-for-dollar  Matching  Gift  Program. 

We  are  pleased  to  continue  as  the  national  sponsor  of  OASIS  (Older  \dult  Ser\  ice  and 
Information  Systems),  whose  1  70.000  over-age-33  members  participate  in  educational  and 
wellness  programs  at  28  centers  in  our  department  stores.  The  related  OASIS  Intergener- 
ational  Tutoring  Program,  which  pairs  OASIS  members  with  grade  schoolers  in  one-on-one 
reading  programs,  is  now  in  10  cities  with  more  than  1.750  student  participants. 

Also  in  1992,  we  gave  our  third  annual  grants  of  8100,000  each  to  the  National  Commun¬ 
ity  AIDS  Partnership  and  the  Design  Industries  Foundation  for  AIDS. 

May  has  a  long  tradition  of  being  a  responsible  corporate  citizen  -  as  an  employer,  a  buyer 
of  goods  and  services,  and  a  member  of  our  communities.  We  believe  it  is  essential  to 
conduct  our  business  according  to  the  highest  ethical  standards.  We  seek  a  business  envi¬ 
ronment  that  reflects  the  cultural  diversity  of  our  communities,  that  values  associates 
for  their  individuality  and  talents,  and  that  encourages  development. 


Management.  During  the  year.  Vaughn  D.  Bryson  joined  the  Board  of  Directors.  Mr. 
Bryson  is  president  and  chief  executive  officer  of  Eli  Lilly  and  Company,  headquartered  in 
Indianapolis.  We  welcome  the  insights  and  experience  he  brings  to  the  company. 

We  also  acknowledge  the  many  contributions  of  Richard  R.  Shinn,  who  is  retiring  from  the 
Board  in  1993  following  25  years  of  dedicated  service.  Mr.  Shinn,  former  chairman  and 
chief  executive  officer  of  The  Metropolitan  Life  Insurance  Company,  provided  excep¬ 
tional  advice  and  counsel  to  May.  His  friendship  and  contributions  will  be  greatly  missed. 


Positioned  for  the  Future.  We  believe,  given  a  reasonable  economy,  we  can  sustain 
an  I  1%-13%  growth  rate  in  earnings  per  share.  Our  results  in  1992  are  encouraging. 
We  have  taken  important  steps  to  benefit  1993  and  to  position  us  for  the  future. 

Our  associates  throughout  the  company  have  executed  superbly,  and  we  greatly  value  their 
efforts.  We  express  sincere  appreciation  to  our  shareowners,  the  Board  of  Directors,  our 
suppliers  and  our  loyal  customers  for  their  continued  support  and  confidence. 


Chairman  and  Chief  Executive  Officer  President 

March  29.  1993 
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Treating 

Our 


Customers 

Right 


Thalia  Toy  ias 
Filene’s 

lomiko  Paulson 
Ford  &  l  ax  lor 

Jerome  T.  I/ipI.i 
\  ire  Chairman 

Dnrolhv  H.  Kran/ler 
May  DAK 

Dorothy  C.  Stuart 

I  lerht's 


kentlelh  kolker 
<  - ll  1**1  Kxreutive  Ofhrel. 

Max  Men  hundismg  l.ompanx 

Barbara  II  knauer 
V1a\  t  .oinpany  .  (California 

VI arts  J  Copley 
famous*  Barr 


<>rao  (..  Caxlak 
kaul'marm's 


( -harloltr  M  \rw kirk 
Max  ( .ompanx .  ( )hio 


Anthony  J  Torrasio 
President  and 
t  .Chief  Kxeruli\e  t  Min  er. 

May  Merchandising  (  ompanx 
(effective  Julx  I .  I OO.A| 


Fileen  \  (.arson 
C.  Fo\ 

Bn  hard  I..  Battrain 
V  n  <■  (Chairman 

Maria  I tekavallus 
Hobinson’s 

Janet  I..  Hundley 
Foley  *s 

(Charles  B.  Bradish 
Meier  A  Frank 

▲ 


V^m  '  M  Ingrain 
f  idex  s 


Mil  liard  L.  (iibbons 
Fob*x  *s 


Sadie  J  Billings 
Max  I )&  F 


\  irtoria  Pemim 
I  ord  tV  I  ay  lor 


Miehard  I.  Kobinson 
Heeht*s 


Thomas  A.  Hays 
President 


B 


David  (!.  Farrell 
Chairman  and 
Chief  Executive  Officer 

Eugene  S.  Kahn 
President  and 
Chief  Executive  Officer. 
C.  Fox 

(President  and 
Chief  Executiv  e  Officer, 
Filene’s,  effective 
October  1.1992) 

John  E.  Dunham 
Chairman.  C.  Fox 

(Chairman. 

May  Merchandising 
Company .  effective 
July  1.  1993) 


James  F.  Tate 
Hec  fit’s 

Junious  A.  Turner  II 
Hecht’s 

Jessie  A.  Stuckey 
Hecht's 

Helen  E.  Palmer 
Hecht’s 

Mamie  Fee  \\  ashington 
Hecht's 

A 


Patricia  K.  Meadowcroft 
Kaufmann’s 


Casey  k.  Husko 
Kaufmann’s 


Ann  Muldoon 
kaufmann’s 


Chery  l  J.  Acie 
Kaufinann’s 


A.  Eois  Magel 
Kaufmann’s 


1.  Chapman  Hill 
Kaufmann's 


Mary  Leah  Taylor 
Lord  &  Taylor 


Maureen  S.  McCrea 
I  xm  l  &  Taylor 


Sherman  T.  Adams 
Lord  &  Tay  lor 


Catherine  \  .  Harris 
Lord  &  Taylor 


◄ 


Our  associates  are  committed  to  serving 
our  customers.  Their  enthusiasm 
has  driven  our  standards  for  customer 
service  to  increasingly  higher  levels 
and  has  changed  the  way  customers  feel 
about  our  stores.  Shown  on  page  8 
(top  three  group  photos)  are  12  Diamond 
Star  sales  associates,  one  from  each 
department  store  company,  representing 
our  more  than  15,000  assoc  iates  who 
have  received  our  highest  customer 
service  award  -  the  Diamond  Star.  The 
lower  right  photo  on  page  8  features 
five  exceptional  President's  Club 
achievers  who  have  attained  both  sales 
and  customer  service  benchmarks. 

At  left,  we  recognize  representatives 
from  stores  winning  our  CEO  Cups 
for  customer  service  achievements. 
Kaufmann's  Downtown  store  was 
ihe  largest-volume  store  receiving  an 
indiv  idual  store  CEO  Cup.  C.  Fox 
was  awarded  the  CEO  Cup  for  providing 
the  best  overall  service  levels  in 
1992.  Additionally,  we  proudly  present 
a  number  of  individual  associates 
whose  initiative  and  resourcefulness 
created  a  great  shopping  experience 
for  our  customers. 


The  following  stores  received  individual 
1992  CEO  Cups: 

Lord  &  Taylor:  Burlington  Mall  in 
Boston:  Monmouth  Mall  in  Eaton  town, 
N.J.:  and  New  Orleans 
Hecht's:  Towson  Town  Center  and 
Marley  Station  in  Baltimore:  Hartord 
Mall  in  Bel  Air.  Md.;  Norfolk,  Va.: 
and  Cloverleaf  Mall  in  Richmond 
Foley's:  Tulsa:  West  Oaks  in  Houston; 
Hulen  Mall  in  Fort  Worth;  and 
Foothills  Mall  in  Tucson 
May  Company,  California:  El  Cajon 
and  Escondido,  Calif.,  and  Mission 
Viejo  in  Orange  County 
Farnous-Barr:  West  County  Mall  in 
St.  Louis,  and  Springfield.  111. 
Kaufmann's:  Downtown  Pittsburgh, 
and  Steubenville,  Ohio 
Robinson's:  Escondido.  Calif. 

Filene’s:  Taunton.  Hanover  and 
Kingston.  Mass. 

G.  Fox:  Poughkeepsie,  N.Y. 

May  Company.  Ohio:  Stow-Kent 
Plaza  in  Akron  and  Canton  Centre 
in  Canton,  Ohio 

May  D&F:  Albuquerque,  N.  Mex. 
Meier  &  Frank:  Eugene,  Ore. 
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Managements 
Discussion 
and  Analysis 
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Net  retail  tales  from 
continuing  operations 
(billions) 


We  are  exlremeU  pleased  tu  report  our  18th  consecutive 
\ear  of  record  sale*  and  earnings  per  share  from  con¬ 
tinuing  operations.  Hie  execution  of  our  merchandising 
and  customer  ser\  ice  strategies,  the  consolidations 
<d  four  department  store  companies  into  two  department 
store  companies  at  tin*  beginning  of  1002  and  expense 
rate  improvements  were  key  elements  ol  our  perfor¬ 
mance.  Our  five-v ear  compound  growth  rale  tor  earnings 
per  share  from  continuing  operations  was  129F  -  among 
tin*  best  in  the  retail  industry . 

Sales  in  1002  were  SI 0.5  billion,  an  increase  o(  7.W 
over  1001  -ales  of  SO.  7  billion.  The  -ales  increase  over 
last  year  reflects  the  benefit  of  new  store  openings  and 
an  increase  in  store-for-slore  sales  of  \\)c/r.  Store-for- 
store  sales  increases  for  the  first  through  fourth  quarter*  in 
1002  were  1.3#.  3.0#.  3.4#  and  0.0#.  respectively. 

W  e*  achieved  S  L52  in  earnings  per  share  in  1002.  a  1 0.8# 
increase  over  last  year's  S3. 87.  Net  earnings  totaled 
$603  million  compared  to  S3  1 .7  million  last  year.  Kcttirn 
on  revenues  was  A.  1#  in  1002.  significantly  above  L0# 
in  1001.  Return  on  equity  was  21.5#  in  1002  compared 
to  20.7#  in  1001.  and  return  on  net  assets  was  10.79/  in 
1002  compared  to  10.0#  in  1091. 

During  100*2.  May  announced  four  consolidations  ol 
department  store  companies.  effective  January  31. 
1003.  Mav  Company.  (California,  and  KohinsoiTs,  both 
based  in  l.os  Angeles,  were  consididaled  into  a 
single  company.  Hobinsons-Vlay :  May  Company.  Ohio, 
based  in  Cleveland  was  consolidated  into  Kaufmann  s 
based  in  Pittsburgh:  and  C.  Fox  based  in  Hartford 
was  consolidated  into  Hoston-based  Filencs.  Kffeelive 
May  2.  1003.  May  D&F  based  in  Denver  will  be 
consolidated  into  Foley's  based  in  Houston.  Kach  of 
these  coiisididated  department  store  companies 
will  have  over  SI  billion  in  annual  sales  and  are  powerful 
regional  companies  whic  h  are  able  to  provide  better 
value  and  service  to  our  customers  and  operate  more 
cost  effectively . 

May  has  also  announced  that  May  Merchandising 
( lompanv .  now  based  in  New  A  ork.  will  tnov c  to  St.  I  oui- 
to  form  a  single  corporate  center  at  the  St.  Louis 
corporate  headquarter*.  This  move  will  enable  May  to 
belter  execute  it-  merc  handising  strategies.  W  ith  a 
-ingle  corporate  center  and  lour  additional  department 
store*  company  consolidations,  our  ability  to  commu¬ 
nicate  and  coordinate  will  be  considerably  increased. 

We  opened  -i\  department  store*-  during  1002.  adding 
000.000  -cpiarc  feet  <d  retail  space.  These  openings 
were*  Lord  Taylor  in  Trumbull.  Lonn.:  Foley's  in  San 
\ntonio:  Kohiitsons-Muv  in  Santa  Clarita  and  Moreno 
\  alley.  Calif.:  and  F’ilene's  in  Taunton.  Mas*.,  and 
Middletown.  VA  .  In  addition,  we  re*modi‘le<l  I4)  depart¬ 
ment  -tores  in  1002.  totaling  1.1  million  retail  square 
feet,  and  expanded  eight  of  the-e  "lore-.  \l  fiscal  year- 
end.  Mav  operated  303  department  -tores  in  20  -tale's 
and  tin*  District  o(  Columbia. 


Twenl v  -one  low-productivity  department  -tores  we  re* 
c dosed  during  the*  ve-ar.  involving  3. 1  million  retail 
square  feet.  Fourteen  ol  the  -tore*-  were  e*lo-e*d  in 
e*otijune*tion  with  ele*partim*nt  -tore  company  e*e»nsedi- 
elations.  Over  tile  past  five*  year-.  May  lui-  closed  00 
low-produetivity  department  -tore**. 

Ill  I  002.  Davies*  Slieie*S<iUre*e  opened  208  IlH  lie-w 
-tore*-,  adding  more  than  800.000  -cpiarc  le-e*t  o( 
retail  -pac  e,  continuing  its  new  -tore  pac  e*  ol  the-  past 
nine  vear-.  During  the*  year.  Davie*—  ShoeSource 
opene*el  it-  first  stor«*s  in  Hawaii  and  Maine*,  and  began 
an  expan-ion  program  by  adding  Ol  Davie*—  Kiel- 
-tore*-  adjae  enl  to  existing  Davie—  ShoeSource  stole*-, 
expanding  those  loeatieiu*  l»v  a  total  of  (>.>.000 
square  led.  file*  large*-!  area  eil  growth  was  in  the 
Northeast  with  I  12  net  ne*w  -tore*-.  \t  year-end. 

Davies-  ShoeSouree  operaleel  3..V >3  -tore*-  ill  fO  -late*-, 
the  District  ed  Columbia  ami  Duerto  Kico. 

Our  expansion  program  hir  IW3  ine*lueh*s  13  new  ele*- 
parlinc*nt  -lores,  adding  1.0  million  square*  f «••*!  of  retail 
space*.  During  March.  Hcclil’s  ope*ncd  a  ne*w  -lore* 
in  Kie  hmond.  \  a.,  amt  kaufmauu's  will  open  a  -tore*  in 
Svrac  u-e*.  VA..  in  April.  Fall  ope  ning-  include  three 
Corel  iK  Tavlor  -tore*-  m  North  \tlanta.  Ca..  Deabody. 
Mu--.,  and  Chicago.  III.:  three  ICdiin-ons- May  store*-  in 
Y\  e*st  Covina  and  Cleiidale.  Calif.,  and  Ch*ndale.  \ri/.: 
three  lh*<  hi*-  -tore-  in  Dinevilb*.  VC.  F i»*de*rie  k-hurg. 
\  a.,  and  F  rederiek.  Abb:  and  two  f  ile*ne*  -  -lore-  in 
Nashua.  VII..  and  IVabody.  Mass.  I  lie*  company  plans 
to  remoeled  1 0  deparlme*nl  store*  in  1003.  totaling  1.8 
million  square  b*e*t  ol  re*lail  space,  and  to  e*xpaml  six 
of  these  -tore-  hv  a  total  eel  150.000  square  le*e*l. 

Daviess  She»e*Se*uree  will  adel  220  net  ne  w  -hire*-  in  1003 
with  more  than  700.000  sepiare*  f «•«•!  ed  retail  space*. 

In  aelditioii.  Davie—  ShoeSouree*  will  add  200  Davies* 
Kiel-  -tore  -  aeljaceuil  to  exi-ling  -tores,  bringing  the* 
leilal  Davie*-*  kill-  -tore*-  lee  300.  Hie*  large*-!  e*\patl-ioll 
will  Im*  in  the*  Northeast  with  approximate^  120  ne*l 
ne*w  family  -hen*  store*-  ami  50  Dayb*s-  knl-  -tore*-. 

Mav*-  100.3-1007  expansion  plan  will  add  108  m*w 
elepartmenl  -tore*,  totaling  17.1  million  retail 
-cpiarc  Icci .  During  this  live-year  pe*nod.  May  will 
invc*-l  SI. 8  billion  lor  new  store*-  am!  will  spend 
an  additional  $400  million  to  remodel  existing  store's. 

fhe  expansiem  plan  (eer  Day  less  Slme*Se»un*e*  ehiring  the* 

1 003- 1 007  period  invedve*s  a  capital  investment, 
including  the*  present  value  ol  operating  h*a-t*s.  ed  SI. 3 
billion  |e»  add  approximatedy  1 .200  net  new  family  shoe 
-tores  with  3.0  million  -cpiare*  le*e*l  ol  retail  -pace*  and 
1  .(MM)  adjacent  Davies-  Kids  sle»re*s.  adding  1.2  mil- 
lion  square*  le*et  to  existing  -tore-.  \n  additional  $00 
million  will  he*  inve*sle*el  to  re*modd  e*\i-tirig  -tore*-. 
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REVIEW  OF  OPERATIONS 

Net  earnings  totaled  $603  million  in  1992  compared 
to  $515  million  in  1991  and  $500  million  in  1990. 
Total  company  return  on  revenues  was  5.4%  in  1992 
compared  to  4.9%  in  1991  and  5.0%  in  1990.  Fully 
diluted  earnings  per  share  reached  $4.52  in  1992  com¬ 
pared  to  $3.87  in  1991  and  $3.74  in  1990. 


Sales  per  square  foot  by  segment  were  as  follows: 

1992  Five-Year 
vs.  1991  Compound 
1992  1991  1990  1987  Increase  Growth  Rate 

Department  stores  SI  79  SI 71  SI 72  $143  5.0%  4.6% 

Payless  ShoeSouree  161  152  147  139  5.8  3.0 

Total  SI  76  S168  SI  68  SI  43  5.0%  4.3% 


During  1992.  the  company  recorded  pretax  charges  of 
$485  million,  $298  million  after  tax,  for  special 
and  nonrecurring  items.  Also  during  1992.  the  company 
recorded  a  $298  million  pretax  and  after  tax  nonre¬ 
curring  gain  from  the  distribution  of  the  May  Centers 
Associates  (MCA)  partnership  assets.  (See  Special 
and  Nonrecurring  Items  on  page  12.)  On  a  full-year 
basis,  the  special  and  nonrecurring  items  had  no  impact 
on  net  earnings  or  earnings  per  share. 

Results  (or  the  past  three  years  were  as  follows: 


millions,  except  %  of  %  of  %  of 

per  share)  $  Revenues  $  Revenues  $  Revenues 

Net  Retail 


Sales 

$10,469 

$  9.7(H) 

$  9,180 

He  venues 

$11,150 

1 00.0% 

$10,615 

100.0% 

$10,066 

100.0% 

( lost  of  sab's 
Selling,  general 

7.691 

69.0 

7.339 

69.1 

6.978 

69.3 

and  administra¬ 

tive  expenses 

Interest 

2.202 

19.7 

2.164 

20.4 

2,046 

20.3 

exjiense.  net 
Special  and 

279 

2.5 

316 

3.0 

280 

2.8 

nonrecurring 

items 

187 

it/a 

- 

- 

_ 

_ 

Earnings  l>efore 

income  taxes 

791 

8.8* 

796 

7.5 

762 

7.6 

Provision  for 
income  taxes** 

188 

38.3* 

281 

35.3 

262 

34.3 

Net  earnings 

$ 

603 

5.4% 

$  515 

4.9% 

$  .500 

5.0% 

Fully  diluted 

earnings 
per  share 

$ 

4.52 

$  3.87 

S  3.74 

*  For  comparability,  shown  before  special  anil  nonrecurring  items. 
**  Percent  of  revenues  column  represents  effective  income  tax  rale. 


Sales  include  leased  and  licensed  department  sales  of 
$349.  $356  and  $366  million  in  1992.  1991  and  1990. 
respectively.  Revenues  include  finance  charge  revenues 
of  $329.  $351  and  $332  million  in  1992.  1991  and 
1990.  respectively.  The  decrease  in  1992  finance  charge 
revenue  compared  to  1991  is  due  to  faster  repayment 
by  customers  resulting  in  lower  average  accounts  receiv  ¬ 
able  balances  subject  to  finance  charge  and  an  expanded 
acceptance  of  third  party  credit  cards. 

Cost  of  Sales.  Cost  of  sales  includes  cost  of  merchan¬ 
dise  sold  and  occupancy  and  buying  costs.  Cost  of 
sales  was  $7.69  billion  in  1992  compared  to  $7.34  billion 
in  1991,  a  4.8%  increase.  The  overall  increase  is 
principally  related  to  higher  sales  volume.  As  a  percent 
of  revenues,  cost  of  sales  was  69.0%  in  1992  com¬ 
pared  to  69.1%  in  1991.  The  1992  percent  decreased 
from  1991  due  to  a  lower  LIFO  charge  ($10  million  in 
1992  compared  to  $26  million  in  1991).  A  small  improve¬ 
ment  in  the  buying  expense  rate  was  offset  by  a  small 
decline  in  gross  margin. 

Cost  o(  sales  was  $7.34  billion  in  1991  compared  to 
$6.98  billion  in  1990.  a  5.2%  increase.  The  overall 
increase  is  principally  related  to  higher  sales  volume. 
As  a  percent  of  revenues,  cost  of  sales  was  69.1  %  in 
1991  compared  to  69.3%  in  1990.  The  decreased  1991 
percent  compared  to  1990  resulted  from  a  lower  LIFO 
charge  ($26  million  in  1991  compared  to  $39  million  in 
1990).  Cross  margin,  as  a  percent  of  revenues,  was 
the  same  in  1991  and  1990. 

The  impact  of  LIFO  on  cost  of  sales,  as  a  percent  of 
revenues,  is  shown  below: 


Net  Retail  Sales.  Net  retail  sales  (see  page  16  for 
definition)  increases  (decreases)  by  business  segment  for 
1992  and  1991  were  as  follows: 

1992  vs.  1991  1991  vs.  1990 

- Five-Year 

Store-for-  Store-ffor-  Compound 

Total  Store  Total  Store  Growth  Rate 

Department  stores  0.5%  4.2%  4.3%  (0.6)%  11.7% 

Payless  ShoeSouree  15.5  2.8  13.3  2.6  1 0.9 

Total  7.9%  4.0%  5.7%  (0.1)%  11.6% 


I  otal  sales  increases  (or  1992  reflect  the  opening  of  six 
new  department  stores  and  268  net  new  Payless 
ShoeSouree  stores  and  a  4.0%  store-for-store  increase. 
Total  sales  increases  (or  1991  include  the  full-vear 
results  of  Thalhiniers.  acquired  in  November  1990,  along 
with  14  new  department  stores  and  328  net  new 
Payless  ShoeSouree  stores. 


1992  1991  1990 

Cost  of  sales  69.0%  69.1%  69.3% 

LIFO  charge  0.1  0.2  0.4 

Cost  of  sales  before  LIFO  68.9%  68.9%  68.9% 


Selling,  General  and  Administrative  Expenses. 

Selling,  general  and  administrative  expenses  were 
$2.20  billion  in  1992  compared  to  $2.16  billion  in  1991. 
a  1.8%  increase.  The  overall  increase  is  principally 
related  to  higher  sales  volume.  As  a  percent  of  revenues, 
selling,  general  and  administrative  expenses  were 
19.7%  in  1992  compared  to  20.4%  in  1991.  The  decrease 
in  the  expense  rate  in  1992  is  due  to  expense  savings 
achieved  through  store  company  consolidations,  reduced 
accounts  receivable  bad  debt  expense  and  generally 
improved  operating  expenses,  partially  offset  by  reduced 
equity  earnings  resulting  from  the  MCA  partnership 
dissolution  on  May  18.  1992.  Adjusting  1992  and  1991 
as  if  the  MCA  partnership  had  been  dissolved  on  the 
first  day  of  fiscal  year  1991,  selling,  general  and  admin¬ 
istrative  expenses,  as  a  percent  of  revenues,  would 
have  been  19.8%  in  1992  and  20.6%  in  1991. 
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Selling,  general  anti  administralive  expenses  were  82.10 
billion  in  1991  compared  In  $2.05  billion  in  I  WO.  a 
5.896  inerease.  \s  a  pereent  oi  revenues.  selling,  general 
ami  administrative  expenses  were  20.  \c/<  in  1W1 
eomparetl  to  20.396  in  I  WO.  Hie  inerease  in  the  expense 
rate  was  tJue  In  higher  sales  promotion  expense  and 
higher  accounts  receivable  bad  debt  expense. 

Included  in  selling,  general  and  administrative  expenses 
are  advertising  and  sales  promotion  costs  of  S  100-  8389 
and  §307  million  in  IW2.  |W|  and  1990.  respectively . 

Special  and  Nonrecurring  Items.  During  1002.  llie 
company  announced  four  consolidations  oi  depart¬ 
ment -store  companies.  Effective  January  31.  1003.  May 
Company.  California,  and  Robinson's,  both  based 
in  I ,os  Angeles,  were  consolidated  into  a  single  company. 
Robinsoiis-Mav:  Max  Company.  Ohio,  based  in 
Cleveland  was  consolidated  into  kaulmanns  based  in 
Pittsburgh;  and  0.  Eox  based  in  Hartford  was  consol¬ 
idated  into  Eilene's  based  in  Boston.  Kllective  Max  2. 
1003.  May  D&  E  based  in  Denver  will  be  consolidated 
into  Foley's  based  in  Houston.  In  addition,  the  eompanv 
announced  the  relocation  of  its  \ew  York  merchan¬ 
dising  oflice.  May  Merchandising  Company .  to  St.  Louis 
effect iv e  June  1003. 

During  the  1002  third  <|uarter.  the  company  recorded 
pretax  charges  of  §485  million.  §298  million  after 
tax.  for  special  and  nonrecurring  items.  The  pretax  charges 
consisted  of:  §2  Ml  million  for  department  store  eom¬ 
panv  consolidations  (the  Robinsons- Mas  consolidation 
representing  about  5096  ol  the  total):  SI  25  million 
for  planned  closings  oi  low-productivity  stores  and  other 
real  estate-related  charges  including  adjustments  to 
relied  expected  values  ol  a  number  of  properties  planned 
for  disposition:  $00  million  for  the  costs  associated 
with  aeliiev  ing  various  operating  efficiencies,  including  the 
Max  Merchandising  Company  headquarters  relocation 
to  Si.  Louis;  $40  million  lor  the  cost  associated  with  retiring 
high  interest  rate  debt:  and  820  million  for  a  special 
contribution  to  The  May  Department  Stores  Company 
Foundation.  I’hc  cost  to  retire  the  debt  was  not  reflected 
as  an  extraordinary  item  as  it  is  not  material  to  total 
eompanv  earnings  or  tin-  earnings  trend  ol  the  company. 

During  the  IW2  second  quarter,  the  company  recorded 
a  $298  million  pretax  and  after  lax  nonrecurring 
gain  from  the  distribution  ol  tile  ML  \  partnership  asset" 
on  Max  18.  1992.  The  partnership  dissolution  and 
distribution  of  assets  resulted  in  the  company  receiving 
7996  of  llie  stock  of  May  Centers  Associates  Corporation 
I  M<  1  \L|  and  an  affiliate  ol  I  lie  Prudential  Life  Insurance 
Couipanx  (The  Prudential)  receiving  21  96  ol  the  stock 
of  MC  AC  and  10096  of  the  stock  of  May  Centers.  Inc. 
(currently  known  as  CenterMark  Properties.  Inc.).  In  the 
1992  fourth  quarter,  the  company  acquired  the  remain¬ 
ing  2196  of  the  MC. AC  slock  held  by  The  Prudential  for 
S  |  50  million.  See  Mav  Centers  \ssociates  on  page  23. 


The  1002  special  and  nonrecurring  charges  and  nonre¬ 
curring  gain  are  reflected  as  special  and  nonrecurring 
items  on  a  separate  line  in  the  consolidated  statement  ol 
earnings.  The  1002  special  and  nonrecurring  items  had 
no  impact  on  full-year  net  earnings  or  earnings  per  share. 

During  I W1 .  the  companx  announced  I  wo  consolidations 
oi  department  store  companies,  effective  February  1992, 
Tlialliimers  based  in  Richmond.  \  a.,  was  consolidated 
into  Heebl  s  based  in  W  asbinglon.  D.C..  and  F.S.  Ayres 
based  in  Indianapolis  was  consolidated  into  Famous- 
Rarr  based  in  St.  Louis.  In  I00|.  the  company  provided 
pretax  charges  ol  $30  million  lor  costs  associated  with 
these  consolidations  and  820  million  for  costs  associated 
with  closing  20  low-productiv  itx  stores.  1.5  ol  which  were 
Thalhimrrs  and  L.S.  \y res  locations.  \lso  during  1901. 
the  company  recorded  pretax  gains  oi  $3.>  million  from 
real  estate  transactions  and  $2.5  million  from  the  sale  ol 
its  equity  interest  in  The  Laldor  Corporation.  Due  to  tin* 
insignificance  of  the  $2  million  net  impact  ol  these  items 
on  pretax  earnings,  the  1991  pretax  charges  and  pretax 
gains  are  included  in  selling,  general  and  administralive 
expenses,  as  previously  report'd  I . 

Interest  Expense.  Interest  expense  components  are: 
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1992  net  interest  expense 
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I')*)!  is 

llie  result  of  the 

elimination  of  the  ML  \( . 

sale/h 

I'iISC- 

hark  debt  upon  dissolution  of  the  ML  \  partnership  on 
Max  18.  1992.  and  other  net  reductions  of  debt  resulting 
primarily  from  current  year  cash  flows,  \djuslirig  1992 
and  1991  as  if  the  ML  \  partnership  bad  been  dissolved 
on  the  first  day  of  fiscal  year  1991.  net  interest  expense, 
as  a  percent  of  revenues,  would  have  been  2.496  in  1992 
and  2.596  in  1 99 | . 

The  increase  in  1991  net  interest  expense  compared  to 
1990  is  primarily  due  to  a  higher  lexel  of  debt  during 
the  first  three  quarters  of  1991  resulting  from  the  $317 
million  purchase  of  fhulhimers  in  November  1900. 

Also,  llie  company  obtained  long-term  financing  of  $434 
million  during  1  Wl.  converting  $2.1  4  million  of  1990 
vear-etid  short-term  borrowings  to  a  1991  year-end  cash 
equivalent  position  of  8192  million. 

Income  Taxes.  I  lie  effective  income  tax  rale  was  23. 796 
in  1 992  compared  to  35.396  in  1991  and  31.396  in 
1990.  Excluding  the  impact  ol  the  special  and  nonre¬ 
curring  items,  the  effective  income  tax  rate  was 
30.396  in  1992.  The  effective  income  lax  rate  o(  38.396 
increased  compared  to  |99|  due  to  lower  tax  credits 
in  1W2  and  tl ie  decrease  in  equity  earnings  resulting  from 
the  dissolution  of  the  ML  A  partnership  on  May  18. 

1992.  ML  \  partnership  equity  earnings  were  reflected  as 
a  credit  to  st*||jng.  general  and  administrative  expenses 
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Increase 


on  a  net  of  tax  basis.  Adjusting  1992  and  1991  as  if  the 
MCA  partnership  had  been  dissolved  on  the  first  day 
of  fiscal  year  1991,  the  effective  tax  rate  would  have  been 
38.5%  in  1992  and  36.2%  in  1991.  The  increase  in 
the  1991  effective  rate  of  35.3%  compared  to  1990  is  due 
to  the  elimination  of  the  deferred  gross  profit  rate  dilfer- 
ential,  partially  offset  by  higher  tax  credits  in  1991. 

See  Taxes  on  page  23.  Also  see  Summary  of  Significant 
Accounting  Policies  on  page  16  for  a  discussion  of 
Statement  of  Financial  Accounting  Standards  No.  109, 
“Accounting  for  Income  Taxes." 

Impact  of  Inflation.  Overall,  the  company’s  sales  growth 
and  earnings  have  not  been  materially  impacted  by 
inflation.  The  department  store  inflation  rate,  as  measured 
by  the  government's  Department  Store  Inventory  Price 
Index,  was  0.6%  during  1992  compared  to  2.3%  in  1991. 
As  a  result  of  valuing  the  majority  of  inventory  on  a 
LIFO  basis,  the  current  cost  of  merchandise  is  reflected 
in  current  operating  results. 

Summary  Segment  Information.  May  operates  in 
two  retail  business  segments  -  department  stores  and 
self-service  family  shoe  stores  operated  by  Pavless 
ShneSouree.  The  following  summarizes  the  results  of 
the  two  segments  for  the  past  three  years.  Additional  infor¬ 
mation  by  business  segment  is  presented  in  the  Six  Year 
Summary  by  Business  Segment  on  pages  26  and  27. 

May  is  the  largest  department  store  retailer  in  the  1  nited 
States.  May's  303  quality  department  stores  are  operated 
by  eight  department  store  companies  across  the  1  nited 
States,  each  operating  under  long-standing  and  widely 
recognized  names.  Each  store  company  holds  a  leading 
position  in  its  region. 


Results  for  the  department  store  segment  were: 


(dollars  in  millions)  1992  1991  1990  1992  1991 

\H  retail  sales  $8,081  $8,152  $7.81  t  6^5%  4.3% 

Operating  earnings  1,109  963  915  15.1  5.3 

Kelurn  cm  revenues  11.8%  10.6%  10.5% 

Return  on  net  assets  20.5  18.0  20.0 


Department  store  operating  earnings  represent  LIFO 
earnings  before  income  taxes,  net  interest  expense  and 
corporate  expense,  and  exclude  goodwill  amortization 
and  special  and  nonrecurring  items.  Department  store 
operating  earnings  presented  above  include  LIFO 
charges  of  $10,  $26  and  $39  million  in  1992.  1991  and 
1990,  respectively.  Department  store  operating 
earnings,  excluding  LIFO,  are  presented  below  on  a 
supplementary  basis  for  comparative  purposes: 

Increase 

(dollars  in  millions)  1992  1991  1990  1992  1991 

Operating  earning*  31.119  i<)89  $954  13.1%  .3.7% 

Return  on  revenues  11.9%  10.9%  10.9% 


Payless  ShoeSouree,  the  nation’s  largest  chain  of  self- 
service  family  shoe  stores,  sold  158  million  pairs  of 
shoes  in  1992,  representing  one  of  every  seven  pairs  of 
shoes  sold  in  the  United  States.  Also  during  1992. 
Payless  ShoeSouree  expanded  into  Hawaii  and  Maine, 
and  began  an  aggressive  expansion  program  to  add 
additional  space  for  Payless  Kids  stores.  At  year-end. 
Payless  ShoeSouree  operated  3,563  stores  in  49  states, 
the  District  of  Columbia  and  Puerto  Rico.  Results  for 
Payless  ShoeSouree  were: 

Increase 

(dollars  in  millions)  1992  1991  1990  1992  1991 

Net  retail  .ales  $1,788  SI. 5 18  $  1 ,366  1 5.5%  13.3% 

Operating  earnings  214  184  161  16.1  14.8 

Return  on  revenues  12.0%  11.9%  11.7% 

Return  on  net  assets  26.5  29.0  28.9 


Provided  at  the  bottom  of  this  page  is  a  summary  of  net 
retail  sales,  sales  per  square  foot,  building  area  square 
footage  and  number  of  stores  for  the  department  store 
segment  and  Payless  ShoeSouree. 


Net  Retail  Building  Area 

Sales  in  Millions  Sales  Per  Square  Footage 

of  Dollars  Square  Foot  in  Thousands  Number  of  Stores 


1992 

1991 

1992 

1991 

1992 

1991 

1992 

New  Closed 

1991 

Lord  &  Taylor,  New  York  City 

$  1,235 

$1,124 

$212 

$197 

5,934 

6.099 

46 

1 

3 

48 

Foley's,  Houston 

1,510 

1.410 

163 

157 

9.642 

9.634 

50 

1 

1 

50 

Rubinsons-Mav,  lx»s  Angeles 

1,414 

1,393 

163 

165 

9.2(H) 

9.028 

55 

2 

1 

54 

Hcrhl's.  Washington.  D.C. 

1.2(H) 

1.133 

199 

201 

6,346 

6,268 

41 

- 

1 

42 

Kaufmann  s,  Pittsburgh 

1.191 

1,147 

184 

176 

6.735 

6.751 

40 

- 

- 

40 

Filene’s.  Boston 

1 ,007 

904 

233 

225 

4,599 

4,343 

33 

2 

1 

32 

Famuus-Barr.  St.  Louis 

818 

762 

164 

153 

5.266 

5.256 

30 

_ 

. 

30 

Meier  &  Frank.  Portland,  Ore. 

3(H) 

279 

179 

167 

1.739 

1,738 

8 

- 

- 

8 

Other 

- 

- 

- 

- 

- 

2,791 

- 

- 

14 

1  l 

Total  department  stores 

8.681 

8.152 

179 

171 

49.467 

51 .908 

303 

6 

21 

318 

Pay  less  ShoeSouree 

1.788 

1,548 

161 

152 

11.527 

10.686 

3.-563 

268  (net ) 

- 

3.295 

Total 

$  10.469 

$9,700 

$176 

$168 

60,994 

62.594 

3.866 

274 

21 

3.613 

Information  based  on  consolidations  effective  in  Fiscal  1993. 

Net  retail  sales  represent  sales  of  stores  open  at  the  end  <if  1992. 

Sales  per  square  foot  is  calculated  on  total  revenues  and  average  gross  retail  square  footage, 
building  area  represents  gross  retail  square  footage  of  stores  open  at  the  end  of  the  period  presented. 
Other  includes  stores  which  were  closed  in  conjunction  with  department  store  company  consolidations. 
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REVIEW  OF  FINANCIAL  CONDITION 

Our  balance  shed  anil  financial  condition  measures 
continue  to  he  very  strong  and  reflect  our  objective  of 
generating  superior  shareowner  returns,  while  main¬ 
taining  access  to  capital  at  all  times  at  reasonable  costs. 

Return  on  Equity.  Return  on  equity  i**  our  principal 
measure  in  evaluating  our  performance  for  shareowners 
and  our  ability  to  profitably  invest  shareowners*  hinds. 
Our  objective  is  to  sustain  performance  that  places 
our  return  on  equity  in  the  top  quartile  ol  the  retail  indus- 
trv.  Our  return  on  beginning  equity  in  I 992  was  21  .5% 
compared  to  20.7%  in  1991  and  21.8%  in  1990. 

Return  on  Net  Assets.  \lso  important  i>  return  oil  net 
assets  which  measures  return  independent  of  capital 
structure.  Return  on  net  assets  represents  pretax  earnings 
before  special  and  nonrecurring  items,  net  interest 
expense  and  the  interest  component  of  operating  leases, 
divided  by  beginning  of  the  year  net  assets  (including 
present  value  of  operating  leases).  Return  on  beginning 
net  assets  was  1().7 %  in  1992  compared  to  If). 09?  in 

1991  and  17.2%  in  1990.  For  1993.  beginning  of  the 
\ear  net  assets  are  $368  million,  or  1.5%.  below 

1992  beginning  of  the  year  net  assets  due  to  the  impact 
of  the  MCA  partnership  dissolution  and  the  1992 
special  and  nonrecurring  charges. 

Financing  Activities.  During  1992.  the  company  issued 
$200  million  of  8-3/89?  debentures  due  in  2022.  I  he 
proceeds  from  the  issuance  were  added  to  the  company's 
general  funds  and  were  available  for  the  purchase 
of  certain  of  the  company's  oilier  indebtedness,  capital 
expenditures,  working  capital  needs  and  other  general 
corporate  purposes,  including  investments  and  acquisi¬ 
tions.  During  1 002.  t he  company  eliminated  $618 
million  of  MCAC  sale/leaseback  debt  (described  below  I 
in  connection  with  the  MC  \  partnership  dissolution 
and  also  retired  $360  million  of  high  interest  rate  debt. 
The  company  plans  to  retire  certain  other  high  interest 
rate  debt  during  1993  as  funds  become  available. 

During  1991.  the  company  obtained  $431  million  of  long¬ 
term  financing  —  $375  million  from  tin*  issuance 
of  30- v ear  debentures.  $2  million  from  the  issuance  of 
medium-term  notes  and  $57  million  from  sale/lease- 
back  transactions.  The  proceeds  from  these  financings 
were  used  to  repay  the  company's  outstanding  com¬ 
mercial  paper  ami  short-term  indebtedness,  and  lor 
general  corporate  purposes. 

During  1990,  the  company  issued  $500  million  of  debt 
securities  with  maturities  ranging  from  two  to  30 
sears.  Proceeds  from  these  issuances  were  used  to  retire 
a  portion  of  outstanding  commercial  paper  borrowings. 
During  the  1990  fourth  quarter,  the  company  acquired 
the  Thalhimers  department  store  company  for  $317 
million.  \lso  during  1990.  the  company  announc  ed 
plans  to  repurchase  up  to  $250  million  of  it>  common 


stock  through  purchases  in  the  open  market  front  lime- 
to-time  .is  market  conditions  allow.  \*«  of  January  30. 
1993.  tin*  com  pa  m  had  purchased  $71  million  of  its 
common  slock  pursuant  to  the  announcement. 

( )n  February  I.  1990.  the  company  entered  into  a  $36, 
million  sale/leaschack  of  3 ,  department  store’s  with 
NIC  \(*.  a  corporation  owned  h\  Ml.\.  I  he  company  used 
the  proceeds  to  partially  fund  tin*  $663  million  pur¬ 
chase  of  Mn\  common  slock  from  M(.\.  I  he  company  and 
NIC  \(!  completed  additional  sale/leaseback  transactions 
of  23  department  store  properties  amounting  to  $210 
million  during  |9<X)  and  six  department  store  properties 
amounting  to  $57  million  during  1991.  Proceeds  were 
used  to  retire*  a  portion  of  outstanding  commercial  paper 
borrowings  and  short-term  indebtedness,  and  for  gen¬ 
eral  corporate  purposes.  \s  a  result  of  May  being  a  .>0% 
partner  in  Mb  \.  the  sale/leaseback  transac  tions  were 
ac  counted  lor  as  loan**  from  Ml . AC]  (Ml.  \(.  loans).  I  poll 
dissolution  of  the  Ml  \  partnership  in  l')92.  May  received 
a  majority  ownership  interest  in  Ml. M  and.  therefore, 
the  M < .  \  1 .  loans  have  been  eliminated  on  a  consolidated 
basis.  Sec  Mav  (.niters  \ssoe-iutcs  on  page*  23  and  long¬ 
term  I  )ebt  on  page*  2  1. 

Financial  Condition  Ratios.  Our  dcbl-to-c  apitali/ation 
ratio  and  fixed  charge-  coverage  continue*  to  be  strong 
and  consistent  with  our  c  apital  structure  objective's  and 
provide  u^  with  substantial  financ  ial  flexibility . 

The  debt-to-capitali/ation  ratio  was  19%.  51%  and 
55%  at  the  end  of  1992.  1991  and  1990.  respectively, 
file  decrease  in  the  debl-lo-e-apilalizatiem  ratio  to  19% 
in  1 992  from  54%  in  1991  i«*  primarily  due  to  die*  elimi- 
nation  of  the  Mil  \(.  loans  and  other  m-t  reductions  in 
debt  resulting  primarily  from  current  year  cash  flows.  In 
addition,  shareowners’  equity  ine-rease*d  S  foil  million 
in  1992.  For  purpose’s  of  the-  debt-to-capitali/ation  ratio, 
total  debt  is  defined  as  short-term  and  long-term  debt 
(including  tin*  hSOPelrbt  reduced  by  unearned  compen¬ 
sation.  and.  prior  to  tin*  Ml.  \  partnership  dissolution, 
excluding  one-hall  ol  the  Ml.  \(.  loans  and  one-half  of  the 
c  apital  lease*  obligation  payable  to  May  (.enters.  Inc-., 
due  to  our  50%  partnership  interest  in  VKl  \).  redeemable 
preferred  stock  and  the  capitalized  value  of  all  leases, 
including  operating  leases,  (.apitali/ation  is  defined  as 
total  debt,  noncurrent  deferred  taxes.  FSOP  Preference 
Shares  and  shareowners'  equity.  See  Pension  and  Profit 
Sharing  on  page  2 1  for  discussion  of  the-  FSOP. 

Fixed  charge  coverage  was  2.  lx.  2.  lx  and  2..>x  in  1992. 
1991  and  1990.  respectively .  Fixed  charge  coverage, 
excluding  the  impact  of  tin*  special  and  nonrecurring 
items,  was  2.7x  in  1992.  Tin*  improvement  in  coverage* 
to  2.7\  in  1992  is  primarily  clue  to  lower  interest  expense 
resulting  from  net  reductions  in  debt  and  lower  interest 
rates,  partially  offset  by  increased  real  property  rent 
expense.  In  addition,  fixed  charge  coverage*  improved  as 
a  result  of  tin*  increased  level  eif  pre-tax  earnings 
(before  special  and  nonrecurring  items).  Fixed  charges 


1 1 


are  defined  as  gross  interest  expense  (excluding  one-half 
of  the  interest  expense  related  to  the  VIC  AC  loans  prior 
to  the  MCA  partnership  dissolution),  interest  expense 
on  the  ESOP  debt,  total  rent  expense  and  the  pretax  equiv¬ 
alent  of  dividends  on  redeemable  preferred  stock. 

Our  bonds  are  rated  A  by  Standard  &  Poor’s  Corporation 
and  A2  by  Moody's  Investors  Service.  Inc.  Our  com¬ 
mercial  paper  is  rated  A1  and  PI  by  Standard  &  Poor’s 
and  Moody's,  respectively. 

Cash  Flow.  Cash  flow  from  operations  was  8.5%  of 
revenues  in  1992  compared  to  7.9%  of  revenues  in  1991 
and  1990.  The  company's  cash  How  as  a  percent  of  rev¬ 
enues  continues  to  be  one  of  the  highest  in  the  retail 
industry.  Internally  generated  funds  continue  to  be  our 
primary  source  of  liquidity.  The  company's  objective  is  to 
use  short-term  debt  only  to  finance  seasonal  requirements. 

Sources  and  (uses)  of  cash  flows  are  summarized  below  : 


(millions) 

1992 

1991 

1990 

bantings  and  depreciation/amortization 

$  944 

8  834 

S  794 

Working  capital  (increases)  decreases 

(25) 

23 

(413) 

Special  and  nonrecurring  charges  expenditures 

(117) 

- 

- 

Other  operating  activ ities 

13 

151) 

(3) 

Investing  activities 

(394) 

(515) 

(778) 

Financing  activities 

(456) 

(105) 

149 

Discontinued  operatn  ns 

- 

- 

252 

(Decrease)  increase  in 

cash  and  cash  equivalents 

S  (35) 

$  186 

$  1 

Capital  Expenditures.  Capital  investments  are  planned 
and  evaluated  based  upon  several  financial  measures. 
Return  on  net  assets  and  sales  per  square  foot  are 
emphasized  as  the  principal  operating  measures  as  we 
invest  in  new  stores  and  remodels  and  eliminate 
unproductive  space. 

Capital  expenditures  in  1993  will  approximate  S900 
million  (including  $160  million  representing  the 
capital  value  of  new  operating  leases).  The  1993  capital 
expenditures  include  $135  million  related  to  the 
four  department  store  company  consolidations  effective 
in  1993  and  the  May  Merchandising  Company  relo¬ 
cation  to  St.  Louis.  Capital  expenditures  for  the  1993- 
1997  period  are  planned  at  $4.5  billion  (including 
$825  million  representing  the  capital  value  of 
new  operating  leases).  Internal  cash  flow  will  be  used 
to  finance  substantially  all  of  these  expenditures. 

Available  Credit.  During  1992.  the  company  elected  to 
reduce  its  available  credit  agreements  from  $1.2  billion 
to  $750  million.  There  have  been  no  amounts  out¬ 
standing  under  these  agreements  during  the  past  three 
fiscal  years.  The  current  agreements  expire  in  June 
1993  and  the  company  plans  to  replace  the  current  agree¬ 
ments  with  similar  agreements.  In  addition,  as  of 
January  30,  1993.  the  company  had  a  shelf  registration 
statement  filed  with  the  Securities  and  Exchange 
Commission  which  would  enable  it  to  issue  up  to  $550 
million  of  additional  debt  securities. 


Common  Stock  Dividends  and  Market  Prices.  Our 

policy  is  to  increase  dividends  on  common  stock 
consistent  with  our  earnings  growth  over  time.  The  1993 
annual  dividend  rate  was  increased  10.8%  -  $.18  per 
share  -  to  $1.84  per  share,  the  18th  consecutive 
annual  dividend  increase.  The  new  annual  dividend  of 
$1.84  per  share  will  be  effective  with  the  June  1993 
dividend  payment.  Dividends  paid  have  increased 
at  a  compound  rate  of  8.2%  during  the  past  five  years. 
The  company  has  paid  consecutive  quarterly  dividends 
since  December  1 ,  1911. 


The  quarterly  price  ranges  of  the  common  stock  and 
dividends  per  share  in  1992  and  1991  were: 


Quarter 

Market  Price 

Dividends 

Per  Share 

Market  Price 

Dividends 

Per  Share 

High 

Low 

High 

Low 

K  i  r-l 

8631,. 

$54 

$  .409* 

$55:/j, 

8459. 

8  ,39 92 

Second 

•=»% 

52 

,41',; 

60% 

52% 

.40% 

Third 

71% 

57% 

,41 ',2 

609. 

49 

,4092 

Fourth 

7492 

67\ 

.41  92 

59% 

46' /2 

.40% 

Year 

$7492 

852 

$  1 .65 

*60% 

$45% 

81.61 

The  approximate  numlier  of  common  shareowners  as  of  March  1 .  1993. 
was  49.000. 


Subsequent  to  year-end,  the  Board  of  Directors  voted  to 
effect  a  two-for-one  split  of  the  company’s  common 
stock  contingent  upon  shareow  ner  approv  al  of  an 
increase  in  the  number  of  shares  of  authorized  common 
stock  from  350  million  to  700  million  and  a  change  in 
par  value  per  share  of  common  stock  from  $1.00  to  $.50. 
If  approved,  the  stock  split  will  be  effected  by  tbe 
distribution  on  June  15.  1993.  of  one  additional  share  of 
common  stock  for  each  share  held  by  shareowners  of 
record  on  June  1,  1993.  Because  of  the  shareowner 
approval  required  to  effect  the  stock  split,  all  share  and 
per  share  data  included  in  this  annual  report  are 
presented  on  a  pre-split  basis. 
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Net  earnings 


$1.75 


Dividends  per 
common  share 
(year-end  rate) 
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Summary  of 
Significant 
Accou  nting 
Policies 


Fiscal  Year.  The  company *s  fiscal  year  ends  on  ihe 
Saturday  c  loses!  lo  January  31.  Fiscal  years  1992.  I90| 
and  I  WO  ended  on  January  TO.  1993,  February  I. 

M>02.  and  February  2.  1001.  respeetively .  Each  year 
inc  luded  52  weeks.  Kelerenees  lo  years  relate  lo  fiscal 
years  rather  than  calendar  years. 

Basis  of  Reporting.  Hie  consolidated  financial  -lale- 
nients  include  tin*  accounts  of  the  company  and  all  wholly 
owned  subsidiaries  (the  company  I.  Prior  to  dissolution 
of  the  May  Outers  \ssociatcs  <  M ( T \ )  partnership  on  May 
IN.  1*W2.  the*  company’s  5()9f  partnership  investment 
in  M(.\  was  included  in  other  assets  in  the  consolidated 
balance  sheet  and  was  accounted  for  lining  tin*  e*quitv 
method  of  ac  counting.  See  May  Ontcrs  \ssociales  on  page 
23.  Effective  in  1980.  the  c  ompany’s  two  discount  store* 
oj>erations.  Caldor and  \ enture Stores.  Inc*.  (Venture),  were 
treated  as  discontinued  operations.  The  'lock  of  (ialdor 
was  sold  to  The  (ialdor  (ioq)oralion  in  1989  and.  in  1 000. 
the  stock  of  \  enture  was  distributed  to  tin*  company's 
common  shareowners  on  a  pro  rata  basis  of  .13  shares  of 
Venture  common  stock  for  each  share  of  May  common  stock. 

Net  Retail  Sales  and  Revenues.  Net  retail  sales  (sales) 
represent  the*  sales  of  stores  operating  at  the  end  ol 
the  latest  period,  and  exclude  finance  charge  revenue 
and  the  sales  of  stores  whic  h  have  been  closed  and 
not  replaced.  Sales  include  sales  of  merc  handise  and 
services,  and  sale*"  of  leased  and  licensed  departments. 
Sales  arc*  net  of  returns  and  exclude  sales  tax.  Slore- 
for-store  sales  represent  sales  of  those*  stores  open  during 
both  years.  Revenues  include  finance  charge  revenue* 
and  all  sales  from  all  stores  operating  during  the  period. 

Cost  of  Sales.  (lost  of  sales  includes  the  cost  of  merchan¬ 
dise  sold  and  occupanc  y  and  buying  costs. 

Property  and  Equipment.  Property  and  ecpiipment  arc* 
recorded  at  cost.  Property  and  equipment  are  depreci¬ 
ated  cm  a  straight-line  basis  over  their  estimated  useful 
lives.  Investments  in  properties  under  capital  leases 
and  leasehold  improvements  an*  amortized  oxer  the  shorter 
of  their  useful  lives  or  their  related  lease  terms. 

Preopening  Expenses.  (losts  associated  with  the*  opening 
ol  new  stores  are  expensed  during  the  year  incurred. 

Income  Taxes.  The  company  provides  income  taxes  cur¬ 
rently  for  all  items  included  in  tin*  consolidated 
statement  of  earnings  regardless  ol  when  such  taxes  arc 
payable.  Deferred  taxes  arise  from  the  recognition 
of  revenue  and  expense  in  different  periods  for  tax  and 
financial  statement  purposes.  In  February  1992. 
Statement  of  f  inancial  Vcccninting  Standards  (SF  \S) 
No.  109.  "Accounting  lor  Income  ’Paxes.”  was 
issued.  SF  \S  No.  10*).  which  is  effective  for  fiscal  years 
beginning  after  December  15.  1992.  re*qiiire*^  the 
adjustment  of  previously  deferred  taxes  for  c  hanges  in 
lax  ratc*s  (the*  liability  method).  The  impact  of  the 
adoption  ol  SI*  \S  Nn.  I < may  be  reported  in  income* 
in  tlu*  year  of  adoption  or  prior  period  financial 
statements  may  be*  restated  to  reflect  tin*  adjustment. 


\fter  adoption  of  Sf  Vs*  No.  |09.  future*  changes  in 
the  statutory  tax  rate  will  dccreasr/increase  e  arnings  and 
shareowners*  equity  and  increase/decrease  net  deferred 
taxes  to  the  extent  it  is  greater  than/less  than  the*  current 
3 \c/<  statutory  rale  it  replaces  Phe  company  will  adopt 
SF  \S  Nn.  III4!  in  the*  1*193  first  quarter.  I  he  estimated 
impact  cit  adoption  of  SF  \S  No.  100  is  insignificant. 

Earnings  Per  Share.  Primary  earnings  per  share  are 
computed  by  dividing  net  earnings  b*ss  dividend 
requirements  on  redeemable  preferred  stoc  k  and  F.sOI* 
Preference  Shares  tnet  ol  related  income  lax  benefits) 
bv  tin*  average  common  shares  outstanding  and  com¬ 
mon  share  equivalents  during  tin*  period,  hilly  diluted 
earnings  per  share  assume  conversion  ol  the  KS(  IP 
Preference  Shares  into  common  stock  and  adjust  net 
earnings  for  the  additional  expense  required  to  fund 
the  F.SOP  debt  service  resulting  from  tlu*  assumed 
replacement  of  the  KSOP  Preference  Shares  dividends 
with  common  stock  dividends.  Phe  average  common 
share**  outstanding  and  common  share*  equivalent**  used 
to  calculate  fully  diluted  earnings  per  share*  we*re* 

I32.(».  132.1  and  132.  \  millii.ii  in  1002.  |99|  and  1990. 
respeetivelv .  Refe*re*nccs  to  earning**  per  share*  relate*  to 
fully  diluted  e*aruiugs  per  share. 

\s  a  result  ol  an  mte*rpretalinn  issued  m  March  l*J92  hv 
the  Financ  ial  \cc minting  Standard**  Hoard,  upon  adoption 
of  SF  \S  No.  109  in  the*  1**93  first  quarter,  the*  lax  be*nefil 
to  tin*  company  from  divielt*nels  paid  on  the*  imallocate*d 
share***  of  common  slin  k  assumed  bedel  bv  the*  hS(  )P  will  no 
longer  be*  n*fle*ct«*d  in  fiiilv  diluted  e*arnings  per  share*.  Phe* 
impact  on  I  *>93  fullv  diluted  e*aruings  pe*r  share  will  be*  a 
$.01  decrease*  per  fiscal  quarter. 

Cash  Equivalents.  ( lash  e*quiv ale*nls  consist  primarily  ol 
commercial  paper  and  arc*  staleel  al  cost.  which  approxi¬ 
mates  fair  value. 

Accounts  Receivable.  In  aceordain  «*  with  incliislrv 
prac  tice*,  installment**  on  de*b*rre*d  pav  incut  accounts 
receivable  maturing  in  more  than  one*  year  have*  been 
included  in  eurreml  ass»*ts. 

Merchandise  Inventories.  Department  store*  mcichan- 
elisc*  inventories  {83*#  and  OPT  of  the*  company  s 
eousolidate*d  iuventorie***  in  1992  and  1 0**1.  respec¬ 
tively  >  are*  valued  bv  tlu*  retail  me*lhod  and  are*  slale*el 
on  the*  l  if  t)  {las|-in.  first-out)  cost  ha**is,  wliie  h  i**  lower 
than  market.  I’lu*  ae*cumulati*el  I  lf()  provision  was 
$210  and  $200  million  in  1 002  and  P*0|.  respectively . 
Pavle-ss  ShoeSource  merc  handise  inventories  an*  val¬ 
ued  by  I  In*  re*tail  method  and  are  staled  on  the*  lower  of 
average  e*o>t  or  market  ba**is. 

Goodwill,  (foodwdl  represent**  tlu*  e*xce*s>  of  ro**l  over 
the*  fair  value*  of  net  tangible  asset**  acquired  al  the*  dates 
ol  acquisition.  Substantially  all  amounts  arc  amortized 
using  tlu*  straight-line  method  over  a  10-vcar  period, 
(roeielwill  is  presented  in  tlu*  consolidated  balance  sheet 
net  of  accumulated  amortization  of  $77  and  $50  million 
in  1902  and  1991.  respectively . 
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Consolidated 
Statement 
of  Earnings 

The  May  Department  Stores 
Company  and  Subsidiaries 


(millions,  except  per  share) 

Net  Retail  Sales 

Revenues 
Cost  of  sales 

Selling,  general  and  administrative  expenses 

Interest  expense,  net 

Special  and  nonrecurring  items 

Total  cost  of  sales  and  expenses 

Earnings  before  income  taxes 
Provision  for  income  taxes 

Net  earnings 

Primary  Earnings  Per  Share 

Fully  Diluted  Earnings  Per  Share 


1992 

1991 

1990 

$10,469 

$  9,700 

$  9,180 

SI  1,150 

$10,615 

S  10,066 

7,691 

7,339 

6,978 

2,202 

2,164 

2,046 

279 

316 

280 

187 

- 

- 

10,359 

9,819 

9,304 

791 

796 

762 

188 

281 

262 

$  603 

$  515 

$  500 

$  4.71 

$  4.02 

$  3.88 

$  4.52 

$  3.87 

$  3.74 

See  the  Summary  of  Significant  Accounting  Policies  and  Notes  to  Consolidated  Financial  Statements. 


Consolidated 

Balance 

Sheet 

The  May  Department  Stores 
Company  and  Subsidiaries 


January  30, 

February  1, 

(dollars  in  millions,  except  per  share) 

1993 

1992 

Assets 

Current  Assets: 

Cash 

S  17 

8  15 

Cash  equivalents 

155 

192 

Accounts  receivable,  net 

2,367 

2,404 

Merchandise  inventories 

1,791 

1.741 

Other  current  assets 

324 

222 

Total  Current  Assets 

4.654 

4,574 

Property  and  Equipment: 

Land 

247 

235 

Buildings  and  improvements 

2,496 

2,409 

Furniture,  fixtures  and  equipment 

1,887 

1,795 

Property  under  capital  leases 

101 

101 

Total  property  and  equipment 

4.731 

4,540 

Accumulated  depreciation 

(1.573) 

(1.389) 

Property  and  equipment,  net 

3,158 

3,151 

Goodwill 

636 

650 

Other  Assets 

97 

353 

Total  Assets 

8  8,545 

$  8.728 

Liabilities  and  Shareowners'  Equity 

Current  Liabilities: 

Current  maturities  of  long-term  debt 

$  252 

8  79 

Accounts  payable 

723 

662 

Accrued  expenses 

939 

652 

Income  taxes  payable 

61 

129 

Total  Current  Liabilities 

1,975 

1,522 

Long-term  Debt 

2.879 

3,918 

Deferred  Income  Taxes 

320 

331 

Other  Liabilities 

176 

163 

ESOP  Preference  Shares 

389 

394 

Unearned  Compensation 

(375) 

(381) 

Shareowners’  Equity: 

Common  stock 

124 

123 

Additional  paid-in  capital 

34 

15 

Retained  earnings 

3,023 

2,643 

Total  Shareowners’  Equity 

3,181 

2.781 

Total  Liabilities  and  Shareowners’  Equity 

8  8,545 

8  8,728 

Common  stock  has  a  par  value  of  $1.00  per  share;  350  million  shares  are  authorized  and  156.8  million  shares  were  issued.  At  January  30,  1993, 
124.0  million  shares  were  outstanding  and  32.8  million  shares  were  held  in  treasury'.  At  February  1,  1992,  123.4  million  shares  were  outstanding  and 
33.4  million  shares  were  held  in  treasury. 

ESOP  Preference  Shares  have  a  par  value  of  $.50  per  share,  stated  value  of  $.507  per  share  and  800,000  shares  are  authorized.  At  January  30,  1993, 
767,956  shares  (convertible  into  7,867,831  common  shares)  were  issued  and  outstanding.  At  February  1.  1992.  777.224  shares  (convertible  into 
7,962,779  common  shares)  were  issued  and  outstanding. 

See  Preferred  and  Preference  Stock  in  Notes  to  Consolidated  Financial  Statements  for  discussion  of  other  preferred  slock. 

See  the  Summary  of  Significant  Accounting  Policies  and  Notes  to  Consolidated  Financial  Statements. 
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Consolidated 
Statement  of 
Cash  Flows 

The  May  Depart menl  Stores 
Company  and  Subsidiaries 


(millions) 

1992 

1991 

1990 

Operating  Activities: 

Net  earnings 

Adjustments  for  noncash  items  included  in  earnings: 

$  603 

$  515 

$  500 

Depreciation  and  amortization 

341 

319 

294 

Deferred  income  taxes  (noncurrent) 

9 

14 

9 

Deferred  and  unearned  compensation 

21 

21 

28 

Adjusted  equity  earnings  of  MCA 

(7) 

(33) 

(31) 

Nonrecurring  gain 

(298) 

- 

- 

Special  and  nonrecurring  charges 

485 

- 

- 

Tax  benefit  on  special  and  nonrecurring  charges 

(187) 

- 

- 

Special  and  nonrecurring  charges  expenditures 

(117) 

- 

- 

Working  capital  (increases)  decreases,  net  of  acquisitions* 

(25) 

23 

(413) 

Other  assets  and  liabilities,  net 

(10) 

(53) 

(9) 

Discontinued  operations 

- 

- 

(31) 

Total  Operating  Activities 

815 

806 

347 

Investing  Activities: 

Capital  expenditures 

(404) 

(512) 

(548) 

Disposition  of  property  and  equipment 

72 

46 

69 

Acquisition  of  remaining  21%  of  MCAC 

(156) 

- 

- 

Collection  of  MCI  note  receivable 

74 

- 

- 

Acquisition  of  Thalhimers 

- 

- 

(317) 

Property  and  equipment  activity  of  discontinued  operations 

- 

- 

154 

Other 

20 

(49) 

18 

Total  Investing  Activities 

(394) 

(515) 

(624) 

Financing  Activities: 

Decrease  in  notes  payable 

- 

(214) 

(144) 

Issuance  of  long-term  debt 

208 

434 

710 

Repayment  of  long-term  debt 

(456) 

(121) 

(120) 

Purchase  of  common  stock 

(31) 

(32) 

(147) 

Issuance  of  common  stock 

46 

44 

59 

Dividend  payments 

(223) 

(216) 

(209) 

Debt  activity  of  discontinued  operations 

- 

- 

129 

Total  Financing  Activities 

(456) 

(105) 

278 

(Decrease)  Increase  in  Cash  and  Cash  Equivalents 

(35) 

186 

1 

Cash  and  Cash  Equivalents,  Beginning  of  Year 

207 

21 

20 

Cash  and  Cash  Equivalents,  End  of  Year 

$  172 

S  207 

$  21 

*Comprised  of: 

Accounts  receivable,  net 

$  37 

S  90 

$  (98) 

Merchandise  inventories 

(50) 

(113) 

(30) 

Other  current  assets 

24 

(47) 

(47) 

Accounts  payable 

61 

(8) 

(20) 

Accrued  expenses 

(82) 

24 

(126) 

Income  taxes  payable 

(15) 

77 

(92) 

Net  (increase)  decrease  in  working  capital 

S  (25) 

$  23 

$(413) 

Cash  paid  during  the  year: 

Interest 

$  304 

$  334 

$  305 

Income  taxes 

354 

267 

394 

Noncash  investing  and  financing  activities  include  the  disposition  of  $164  million  investment  in  MCA  and  the  elimination  of  $618  million  of  MCAC  loans 
upon  dissolution  of  the  MCA  partnership  in  1992.  conversions  of  ESOP  Preference  Shares  into  common  stock  of  $5  million  in  1992  and  $3  million  in 
1991  and  1990,  and  the  distribution  of  $58  million  equity  in  the  spin-off  of  Venture  in  1990. 


See  the  Summary  of  Significant  Accounting  Policies  and  Notes  to  Consolidated  Financial  Statements. 
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Outstanding 
Common  Stock 


Additional  Total  Share- 

Paid-in  Retained  owners' 

Capital  Earnings  Equity 


Consolidated 
Statement  of 
Shareowners* 
Equity 

Th<*  May  Department  Store* 
Company  and  Subsidiaries 


(dollars  in  millions. 


shares  in  thousands)  Shares  Dollars 


Balance  at  February  3,  1990 

124.349 

$124 

8  - 

82.195 

$2,319 

Net  earnings 

- 

- 

- 

5(H) 

500 

Dividends  paid: 

Common  stork  (81. 54  per  share) 

- 

- 

- 

(191) 

(191) 

ESOP  Preference  Shares,  net  of  tax  benefit 

- 

- 

- 

(18) 

(18) 

Preferred  stork 

- 

- 

- 

- 

- 

Common  stork  issued 

1.482 

2 

60 

- 

62 

Purchase  of  common  stork 

(2.935) 

(3) 

(60) 

(84) 

(147) 

Distribution  of  equity  in  Venture 

- 

- 

- 

(.58) 

(58) 

Balance  at  February  2,  1991 

1 22.896 

123 

- 

2.344 

2,467 

Net  earnings 

- 

- 

- 

515 

515 

Dividends  paid: 

Common  stock  (SI. 61  per  share) 

- 

- 

- 

(198) 

(198) 

ESOP  Preference  Shares,  net  of  tax  benefit 

- 

- 

- 

(18) 

(18) 

Preferred  stock 

- 

- 

- 

- 

- 

Common  stock  issued 

1.150 

1 

46 

- 

47 

Purchase  of  common  stock 

(588) 

(1) 

(31) 

- 

(32) 

Balance  at  February  1r  1992 

123.458 

123 

15 

2,643 

2,781 

Net  earnings 

- 

- 

- 

603 

603 

Dividends  paid: 

Common  stock  (81.65  per  share) 

- 

- 

- 

(205) 

(205) 

ESOP  Preference  Shares,  net  of  tax  benefit 

- 

- 

- 

(18) 

(18) 

Preferred  stock 

- 

- 

- 

- 

- 

Common  stock  issued 

1.082 

1 

50 

- 

51 

Purchase  of  common  stock 

(487) 

- 

(31) 

- 

(31) 

Balance  at  January  30.  1993 

124.053 

8124 

8  34 

83.023 

83.181 

Outstanding  common  stock  excludes  shares 

held  in  treasury.  Treasury 

share 

activity  for  the 

last  three  years 

is 

summarized  below: 

1992 

1991 

1990 

Balance,  Beginning  of  Year 

33.360 

33.922 

32.469 

Common  stock  issued: 

Exercise  of  stock  options 

(833) 

(840) 

(978) 

Deferred  compensation  plan 

(108) 

(162) 

(286) 

Restricted  stock  plan 

(51) 

(91) 

(78) 

Contribution  to  Profit  Sharing  Plan 

- 

- 

(77) 

Conversion  of  ESOP  Preference  Shares 

(90) 

(57) 

(63) 

(1.082) 

(1,150) 

(1.482) 

Purchase  of  common  stock 

187 

588 

2.935 

Balance,  End  of  Year 

32,765 

33,360 

33.922 

See  the  Summary  of  Si^nibeant  Accounting  Policies*  and  Note*  to  Consolidated  Financial  Statements. 
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Notes  to 
Consolidated 
Financial 
Statements 


Special  and  Nonrecurring  Items.  During  1992,  the 
company  announced  four  consolidations  of  department 
store  companies.  Effective  January  31,  1993.  May 
Company,  California,  and  Robinson’s,  both  based  in 
Los  Angeles,  were  consolidated  into  a  single  com¬ 
pany,  Robinsons-May;  May  Company,  Ohio,  based  in 
Cleveland  was  consolidated  into  Kaufmann’s  based 
in  Pittsburgh;  and  G.  Fox  based  in  Hartford  was  con¬ 
solidated  into  Filene’s  based  in  Boston.  Effective 
May  2,  1993,  May  D&F  based  in  Denver  will  be  consol¬ 
idated  into  Foley’s  based  in  Houston.  In  addition,  the 
company  announced  the  relocation  of  its  New  York 
merchandising  office.  May  Merchandising  Company,  to 
St.  Louis  effective  June  1993. 

During  the  1992  third  quarter,  the  company  recorded 
pretax  charges  of  $485  million,  $298  million  after 
tax,  for  special  and  nonrecurring  items.  The  pretax  charges 
consisted  of:  $240  million  for  department  store  com¬ 
pany  consolidations  (the  Robinsons-May  consolidation 
representing  about  50%  of  the  total);  $125  million 
for  planned  closings  of  low-productivity  stores  and  other 
real  estate-related  charges  including  adjustments  to 
reflect  expected  values  of  a  number  of  properties  planned 
for  disposition;  $60  million  for  the  costs  associated 
with  achieving  various  operating  efficiencies,  including 
the  May  Merchandising  Company  headquarters  relo¬ 
cation  to  St.  Louis;  $40  million  for  the  cost  associated 
with  retiring  high  interest  rate  debt;  and  $20  million 
for  a  special  contribution  to  The  May  Department  Stores 
Company  Foundation.  The  cost  to  retire  the  debt 
wras  not  reflected  as  an  extraordinary  item  as  it  is  not 
material  to  total  company  earnings  or  the  earnings 
trend  of  the  company. 

During  the  1992  second  quarter,  the  company  recorded 
a  $298  million  pretax  and  after  tax  nonrecurring 
gain  from  the  distribution  of  the  MCA  partnership  assets 
on  May  18,  1992.  The  partnership  dissolution  and 
distribution  of  assets  resulted  in  the  company  receiving 
79%  of  the  stock  of  MCAC  and  The  Prudential 
receiving  21%  of  the  stock  of  MCAC  and  100%  of  the  stock 
of  May  Centers,  Inc.  (currently  known  as  CenterMark 
Properties,  Inc.).  In  the  1992  fourth  quarter,  the  company 
acquired  the  remaining  21%  of  the  MCAC  stock  held 
by  The  Prudential  for  $156  million.  See  May  Centers 
Associates  on  page  23. 

The  1992  special  and  nonrecurring  charges  and  nonre¬ 
curring  gain  are  reflected  as  special  and  nonrecurring 
items  on  a  separate  line  in  the  consolidated  statement  of 
earnings.  The  1992  special  and  nonrecurring  items  had 
no  impact  on  full-year  net  earnings  or  earnings  per  share. 

During  1991,  the  company  announced  two  consolida¬ 
tions  of  department  store  companies.  Effective 
February  1992,  Thalhimers  based  in  Richmond,  Va., 
was  consolidated  into  Hecht’s  based  in  Washington, 
D.C.,  and  L.S.  Ayres  based  in  Indianapolis  was  consol¬ 
idated  into  Famous-Barr  based  in  St.  Louis.  In  1991, 
the  company  provided  pretax  charges  of  $36  million  for 


costs  associated  with  the  consolidations  and  $26 
million  for  costs  associated  with  closing  20  low-produc¬ 
tivity  stores,  15  of  which  were  Thalhimers  and  L.S. 
Ayres  locations.  Also  during  1991,  the  company  recorded 
pretax  gains  of  $35  million  from  real  estate  transac¬ 
tions  and  $25  million  from  the  sale  of  its  equity  interest 
in  The  Caldor  Corporation.  Due  to  the  insignificance 
of  the  $2  million  net  impact  of  these  items  on  pretax 
earnings,  the  1991  pretax  charges  and  pretax  gains  are 
included  in  selling,  general  and  administrative 
expenses,  as  previously  reported. 

Pension  and  Profit  Sharing.  The  company  has  one 
retirement  plan  which  covers  substantially  all  associates 
who  work  1,000  hours  or  more  in  a  year  and  have  attained 
age  21.  The  plan  is  noncontributory  and  provides  benefits 
based  upon  years  of  sendee  and  pay  during  employment. 
The  company  also  maintains  a  nonqualified  supplementary 
retirement  plan  for  certain  associates  and  foreign  retire¬ 
ment  plans  for  certain  overseas-based  associates. 

Pension  expense  is  determined  by  the  company  based 
on  information  provided  by  an  outside  actuarial  firm, 
using  assumptions  to  estimate  the  total  benefits  ulti¬ 
mately  payable  to  associates  and  then  allocating  this 
cost  to  service  periods.  The  actuarial  assumptions  used 
to  calculate  pension  costs  are  reviewed  annually.  The 
following  tables  summarize  the  funded  status  of  the  plans, 
components  of  pension  expense,  actuarial  assumptions 
and  definition  of  key  terms. 


(millions) 

1992 

1991 

Actuarial  Present  Value  of  Benefit  Obligations 
Vested  benefit  obligation 

8194 

8197 

Nonvested  benefit  obligation 

16 

11 

Accumulated  benefit  obligation  (ABO) 

210 

208 

Estimated  effect  of  future  salary  increases 

55 

51 

Projected  benefit  obligation  (PBO) 

265 

259 

Plan  assets  at  fair  value  (primarily 

equity  and  fixed  income  securities) 

251 

256 

Plan  assets  less  than  PBO 

(14) 

(3) 

Unrecognized  obligation 

6 

6 

Unrecognized  gain 

(43) 

(51) 

Unrecognized  prior  service  cost 

21 

23 

Accrued  pension  cost 

8  (30) 

8  (25) 

Plan  assets  in  excess  of  ABO 

8  41 

8  48 

The  accrued  pension  cost  represents  the 

unfunded  ABO 

for  the  nonqualified  supplementary  retirement  plan. 

(millions) 

1992 

1991 

1990 

Components  of  Pension  Expense: 

Service  cost 

8  23 

8  22 

8  21 

Interest  on  PBO 

20 

21 

20 

Actual  return  on  assets 

(12) 

(43) 

(9) 

Net  amortization  and  deferral 

O) 

24 

(ID 

Settlement  of  pension  obligations 

- 

(5) 

(1) 

Total 

8  24 

8  19 

8  20 

The  increase  in  1992  pension  expense  from  1991  is 
primarily  due  to  1991  having  a  $5  million  reduction  of 
expense  resulting  from  the  settlement  of  certain 
retirees’  pension  obligations.  Normal  pension  expense 
increases  were  offset  by  the  amortization  of  the 
favorable  1991  investment  performance. 
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During  1991,  the*  company  increased  its  turnover 
assumption  to  better  reflect  recent  experience 
and  anticipated  long-term  experience.  This  change  in 
turnover  assumption  reduced  the  1991  pension 
expense  by  $4  million,  which  was  more  than  offset  by 
normal  pension  expense  increases  and  prior  year 
formula  updates.  Also  during  1991,  the  company  settled 
certain  retirees'  pension  obligations  by  offering  lump 
sum  settlements  of  their  monthly  pension  benefits  or 
by  having  an  annuity  purchased  on  their  behalf 
from  an  insurer.  The  settlement  resulted  in  a  $5  million 
reduction  of  pension  expense  in  1991. 

January  1, 

1993  1992  1991 

Actuarial  Assumptions: 

Discount  rate  8.25%  8.25%  8.5% 

Expected  return  on  plan  assets  8.25  8.25  8.5 

Salary  increase  6.0  6.0  6.0 


Definition  of  Key  Terms: 

ABO  is  the  actuarial  present  value  of  benefits  (both  vested  and  nonvesled) 
attributed  by  the  |>ension  benefit  formula  to  prior  associate  service  based 
on  current  and  past  compensation  levels. 

PBQ  is  the  actuarial  present  vulue  of  benefits  attributed  by  the  pension 
benefit  formula  to  prior  associate  service  taking  into  consideration  future 
salary  increases. 

Accrued  pension  cost  is  the  balance  sheet  accrued  expense  not  yet  paid 
to  a  plan. 

Net  amortization  and  deferral  represents  the  net  effect  during  the  period 
of  the  delayed  recognition  provisions  of  SEAS  No.  87. 

The  company  has  one  qualified  profit  sharing  plan  which 
covers  substantially  all  associates  who  work  1,000  hours 
or  more  in  a  year  and  have  attained  age  21.  The  plan 
is  a  contributory  defined  contribution  plan  which  provides 
for  discretionary  matching  allocations  at  a  variable 
matching  rate  generally  based  upon  changes  in  the  com¬ 
pany's  annual  earnings  per  share,  as  defined  in  the  plan. 

In  March  1989,  the  company  amended  its  Profit  Sharing 
Plan  to  include  an  ESOP.  Subsequent  to  the  amendment, 
the  Profit  Sharing  Plan  borrowed  $400  million,  guaran¬ 
teed  by  the  company,  at  an  average  rate  of  8.5%  w  ith  an 
average  maturity  of  12  years.  The  proceeds  were  used 
to  purchase  $400  million  of  a  new  class  of  convertible 
preference  stock  of  the  company  (ESOP  Preference 
Shares).  The  company  issued  788,955  shares  of  ESOP 
Preference  Shares.  The  shares  initially  were  each 
convertible  into  10  shares  of  common  stock  and  had  a 
stated  value  of  $50.70  per  common  share  equivalent. 
Upon  the  distribution  of  the  stock  of  Venture  to  the 
company's  common  shareowners  as  of  October  15,  1990, 
the  conversion  rate  was  adjusted  to  10.2452  shares  of 
common  stock  for  each  of  the  ESOP  Preference  Shares, 
and  the  stated  value  was  adjusted  to  $49.49  per  common 
share  equivalent.  The  annual  dividend  rate  on  the  ESOP 
Preference  Shares  is  7.5%,  and  the  shares  are  redeem¬ 
able  by  the  holder  or  the  company  in  certain  situations. 

The  guaranteed  ESOP  debt  of  $400  million  is  reflected 
in  the  consolidated  balance  sheet  in  long-term  debt 
because  the  company  ultimately  will  fund  the  required 
debt  service.  An  equal,  offsetting  amount  was  initially 


reflected  as  unearned  compensation.  The  company's 
contributions  to  the  ESOP,  along  with  the  dividends  on 
the  ESOP  Preference  Shares,  will  he  used  to  repay  the 
loan  principal  and  interest.  Interest  expense  associated 
with  the  ESOP  debt  was  $34  million  in  1992,  1991 
and  1990.  ESOP  Preference  Shares  dividends  were  $29 
million  in  1992  and  $30  million  in  1991  and  1990. 
There  have  been  no  ESOP  debt  principal  repayments  to 
date.  ESOP  Preference  Shares  are  allocated  annually 
to  participating  associates  based  upon  debt  service 
payments  and  the  annual  matching  allocations.  Unearned 
compensation  has  been  adjusted  for  the  difference  between 
the  expense  related  to  the  ESOP  and  cash  payments  to 
the  ESOP,  and  will  be  amortized  as  principal  is  repaid. 

The  company's  expense  related  to  the  Profit  Sharing 
Plan  was  $14  million  in  1992  and  $1  I  million  in  1991 
and  1990. 

At  January'  30,  1993,  the  Profit  Sharing  Plan  beneficially 
owned  6.6  million  shares  of  the  company's  common 
stock  and  100%  of  the  company's  ESOP  Preference  Shares, 
which  are  convertible  into  7.9  million  shares  of  the 
company's  common  stock,  representing  1 1.0%  of  the 
company's  common  stock  on  a  fully  converted  basis. 

Another  important  element  in  the  retirement  programs  for 
associates  is  the  federal  Social  Security  system  into  which 
the  company  paid  $133  mi  1  lion  in  1992  as  its  matching 
portion  of  the  $133  million  contributed  by  associates. 

The  company  maintains  a  postretiremen!  benefit  plan 
for  certain  associates.  Benefits  vary  by  the  group  of 
associates  covered  and  include  fixed  or  variable  benefits 
for  life  and/or  health  insurance.  Current  eligibility 
is  limited  to  a  small  group  of  associates.  During  the  past 
years,  the  company  has  accrued  amounts  for  future 
postretirement  benefits  for  covered  retirees  and  active 
eligible  associates.  As  of  January  30,  1993,  tin- 
present  value,  using  an  8.25%  discount  rate,  of  the 
company’s  estimated  future  obligations  for  postre- 
tirement  benefits  of  $38  million  is  fully  accrued  in 
accordance  with  Statement  of  Financial  Accounting 
Standards  No.  106,  “Employers’  Accounting  for 
Postretirement  Benefits  Other  Than  Pensions.”  The 
estimated  future  obligations  are  based  upon  assumed 
annual  health  care  cost  increases  of  12%'  for  1993 
and  decreasing  by  1%  annually  to  8%  for  1997  and 
future  years.  A  one-percentage-point  increase  in 
the  assumed  annual  health  care  cost  increases  will 
increase  the  present  value  of  estimated  future  oblig¬ 
ations  for  postretirement  benefits  by  $1  million.  The 
postretirement  plan  is  unfunded.  During  each  of  the 
past  three  fiscal  years,  the  postretirement  expense  has 
been  $3  million. 

During  1992,  Statement  of  F  inancial  Accounting 
Standards  (SEAS)  No.  I  12,  “Employers*  Accounting 
for  Postemployment  Benefits,"  was  issued  which  is 
effective  for  the  company's  fiscal  year  1994.  The  impact 
to  the  company  of  S F  AS  No.  1  12  is  insignificant. 
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Taxes.  The  reconciliation  between  the  statutory  federal 
income  tax  rate  and  the  effective  income  tax  rate  for  the 
last  three  years  follows: 


1992 

1991 

1990 

Statutory  federal  income  tax  rate 

State  and  local  income  taxes. 

34.0% 

34.0% 

34.0% 

net  of  federal  tax  benefit 

2.9 

4.3 

4.5 

Nonrecurring  gain 

(12.8) 

- 

- 

Equity  earnings  of  MCA  partnership 

(0.3) 

(1-6) 

(1.4) 

Deferred  gross  profit  rate  differential 

- 

- 

(2.1) 

Other,  net 

(0.1) 

(1.4) 

(0.7) 

Effective  income  tax  rate 

23.7% 

35.3% 

34.3% 

The  provision  for  income  taxes  and  related  percent  of 
pretax  earnings  for  the  last  three  years  were  as  follows: 


(dollars  in  millions) 

1992 

1991 

1990 

$ 

% 

$ 

% 

$  % 

Federal 

$259 

*237 

$231 

State  and  local 

49 

49 

55 

Taxes  currently  payable 

308 

38.9% 

286 

35.9% 

286  37.5% 

Federal 

(106) 

(5) 

(21) 

State  and  local 

(14) 

- 

(3) 

Deferred  taxes 

(120)  (15.2) 

(5) 

(0.6) 

(24)  (3.2) 

Total 

$188 

23.7% 

$281 

35.3% 

$262  34.3% 

The  provision  for  deferred  income  taxes  consisted  of: 


(millions) 

1992 

1991 

1990 

Excess  of  tax  over  book  depreciation 
Consolidation,  store  closing 

$  8 

$  15 

%  11 

and  other  reserves 

Deferred  gross  profit 

(124) 

(18) 

18 

on  installment  method  sales 

- 

- 

(50) 

Other,  net 

(4) 

(2) 

(3) 

Total 

$(120) 

*  (5) 

*(24) 

Deferred  income  tax  benefits  are 

classified  as 

other  current 

assets.  These  amounts  totaled  $278  and  $175  million  in 

1992  and  1991,  respectively,  and  consisted  primarily  of 
future  years’  tax  deductible  expense  related  to  consoli- 

dation,  store  closing  and  other 

reserves,  insurance 

and 

state  income  taxes.  Included  in 

deferred  income  taxes 

payable  are  deferred  investment  tax  credits  of  $6  million 

at  January  30,  1993,  and  $10  million  at  February  1, 

1992. 

Taxes  other  than  income  taxes  consisted  of: 

(millions) 

1992 

1991 

1990 

Payroll 

$164 

$162 

$150 

Heal  estate  and  personal  property 

83 

78 

70 

Total 

$247 

$240 

$220 

Accounts  Receivable.  During  1992,  credit  sales  under 
department  store  credit  programs  were  $6.0  billion, 
or  64.2%  of  department  store  sales  compared  with 
66.3%  in  1991  and  66.9%  in  1990.  An  estimated  34 
million  customers  hold  credit  cards  under  the  company’s 
various  credit  programs.  During  1992  and  1991, 
several  department  store  companies  expanded  their 
acceptance  of  third  party  credit  cards.  Sales  made 
through  third  party  credit  cards,  including  sales  of 
Payless  ShoeSource  stores,  totaled  $1.1  billion  in  1992 
compared  to  $0.9  billion  in  1991. 


Net  accounts  receivable  consisted  of: 

January  30,  Fabruary  1. 


(millions) 

1993  1992 

Customer  accounts  receivable 

$2,373  $2,377 

Other  accounts  receivable 

76  115 

Total  accounts  receivable 

2,449  2,492 

Allowance  for  uncollectible  accounts 

(82)  (88) 

Accounts  receivable,  net 

$2,367  $2,404 

Accounts  receivable  bad  debt  expense  was  $78,  $105 
and  $82  million  in  1992,  1991  and  1990,  respectively. 

The  carrying  value  of  net  accounts 
imates  fair  value. 

receivable  approx- 

Other  Current  Assets.  In  addition  to  deferred  income 
tax  benefits,  other  current  assets  consist  of  prepaid 

expenses  and  supply  inventories. 

Other  Assets.  Major  components  of  other  assets  include: 

January  30.  Fabruary  1. 

(million*) 

1993  1992 

Investment  in  MCA  partnership 

$  -  $176 

Note  receivable  from  MCI  (now  CenterMark) 
Deferred  debl  expense  and  restricted 

74 

construction  funds 

40  50 

Other  notes  receivable 

38  33 

May  Centers  Associates.  On  February  28,  1992,  the 
company  and  an  affiliate  of  The  Prudential  Life 
Insurance  Company  (The  Prudential)  announced  the 
dissolution  of  the  May  Centers  Associates  (MCA) 
partnership.  The  partnership  dissolution  and  distri¬ 
bution  of  assets  occurred  on  May  18,  1992,  and 
resulted  in  the  company  receiving  79%  of  the  stock 
of  May  Centers  Associates  Corporation  (MCAC) 
and  The  Prudential  receiving  21%  of  the  stock  of  MCAC 
and  100%  of  the  stock  of  May  Centers,  Inc.  (MCI). 
Subsequent  to  the  distribution,  MCI  changed  its  name 
to  CenterMark  Properties,  Inc.  During  the  1992  second 
quarter,  the  company  recorded  a  $298  million  pretax 
and  after  tax  nonrecurring  gain  from  the  distribution  of 
the  MCA  partnership  assets.  In  the  1992  fourth  quarter, 
the  company  acquired  the  remaining  21%  of  the  stock  of 
MCAC  held  by  The  Prudential  for  $156  million. 

The  company’s  investment  in  the  partnership  and  its 
results  of  operations  were  recorded  using  the  equity 
method  of  accounting.  Included  in  selling,  general  and 
administrative  expenses  are  $7,  $33  and  $31  million 
of  adjusted  equity  earnings  of  MCA  in  1992,  1991  and 
1990,  respectively.  The  partnership  investment  was 
included  in  other  assets  in  the  consolidated  balance  sheet. 

The  MCA  partnership  was  formed  in  1988  when  the 
company  entered  into  an  agreement  with  PruSimon 
Associates  (PruSimon),  now  an  affiliate  of  The  Prudential, 
regarding  the  admission  of  PruSimon  into  a  50/50 
partnership  for  the  operation  of  MCI.  The  company 
contributed  the  capital  stock  of  MCI  and  PruSimon 
contributed  approximately  $550  million  in  cash  to  the 
MCA  partnership,  which  was  subsequently  used  to 
purchase  14.5  million  shares  of  May  common  stock.  On 
February  1,  1990,  the  company  repurchased  14.5 


million  shares  of  May  common  stock  from  MCA  for 
$663  million.  On  February  1.  1990.  MCAC  purchased 
37  of  the  company’s  department  store  properties  for 
$367  million  ami  leased  the  properties  back  to  the  com¬ 
pany  for  a  25-year  base  term,  plus  renewal  options. 

The  company  and  MCAC  completed  additional 
sale/leaseback  transactions  of  23  department  store  proper¬ 
ties  amounting  to  $210  million  during  1990  and 
six  department  store  properties  amounting  to  $57  million 
during  1991.  The  sale/leasebacks  were  accounted  for 
as  loans  from  MCAC  (MCAC  loans).  Upon  the  dissolution 
of  the  MC  A  partnership.  May  received  a  majority 
ownership  interest  in  MCAC  and,  therefore,  the  MCAC 
loans  have  been  eliminated  on  a  consolidated  basis. 

See  Long-term  Debt  below. 

Accrued  Expenses.  Major  components  of  accrued 
expenses  include: 

January  30.  Fabruary  1, 


(millions) 

1993 

1992 

Consolidations.  store  dosings  and  other 

$297 

$  59 

Insurant’**  costa 

194 

185 

Sales  and  use  and  other  luxe*, 

120 

104 

lnlert*!*l  anti  rent  expense 

98 

83 

Salaries.  Hagen  and  employee  benefits 

79 

79 

Advertising  and  other  operating  expenses 

54 

59 

Short-term  Debt  and  Lines  of  Credit.  Short-term 
borrowings  for  the  last  three  years  were: 

(dollars  in  millions) 

1992 

1991 

1990 

Balance  outstanding  at  year-end 

- 

- 

$21 1 

Average  interest  rate  on  year-end  (valance 

- 

- 

7.4% 

Average  balance  outstanding 

$  36 

$  81 

$441 

Average  interest  rate  on  average  balance 

.3.6% 

5.7% 

8.2% 

Maximum  balance  outstanding 

$135 

$249 

$720 

The  average  balance  of  short-term  borrowings  outstanding, 
primarily  commercial  paper,  and  the  respective  weighted 
average  interest  rates  are  based  on  the  number  of 
days  such  short-term  borrowings  were  outstanding  during 
the  year.  The  company  has  available  credit  agreements 
amounting  to  S750  million.  At  January  30,  1993,  there 
were  no  amounts  outstanding  under  these  agreements. 


Long-term  Debt.  Long-term  debt  and  capital  lease 
obligations  were: 


(dollars  in  millions) 

January  30, 
1993 

Fabruary  1. 
1992 

2.25%  to  10.75%  unsecured  notes  ami 
sinking  fund  debentures  due  1993-2022 
MCAC  loan?. 

3.0%  to  9.875%  mortgage  notes 
and  bond*  due  199.3-2009 

$2,960 

74 

$3,210 

620 

<>8 

Total  debt 

Capital  lease  obligations 

3.034 

97 

3,898 

99 

(.ess  current  maturities 

3.131 

(252) 

.3.997 

(79) 

Totul 

$2,879 

$3,918 

During  1 992,  the  company  issued  $200  million  of  8-3/8% 
debentures  due  in  2022.  The  proceeds  from  the  issuance 
were  added  to  the  company's  general  funds  and  were 
available  for  the  purchase  of  certain  of  the  company's 
other  indebtedness,  capital  expenditures,  working 
capital  needs  and  other  general  corporate  purposes, 
including  investments  and  acquisitions.  During 


1992,  the  company  eliminated  $618  million  of  MCAC 
loans  in  connection  with  the  dissolution  of  the  MC  A 
partnership  and  also  retired  $360  million  of  high 
interest  rate  debt.  The  company  plans  to  retire  certain 
other  high  interest  rate  debt  during  1993  as  funds 
become  available.  In  the  1992  third  cjuarter,  the  com¬ 
pany  provided  $40  million  for  the  cost  associated 
with  retiring  high  interest  rate  debt.  See  Special  and 
Nonrecurring  Items  on  page  21. 

During  the  period  of  1989  through  1991,  the  company 
sold  a  total  of  66  of  its  department  store  properties  to 
MCAC  for  $634  million  and  simultaneously  leased  back 
the  properties.  As  the  company  was  a  50%  partner  in 
MCA,  the  sale/leasebacks  were  accounted  for  as  loans 
from  MCAC.  Upon  dissolution  of  the  MCA  partnership 
in  1992,  May  received  a  majority  ownership  interest 
in  MCAC  and,  therefore,  the  MCAC  loans  have  been 
eliminated  on  a  consolidated  basis.  See  May  Centers 
Associates  on  page  23. 

During  1991.  the  company  issued  $2  million  of  medium- 
term  notes  and  $375  million  of  30-year  debentures 
with  annual  interest  rates  ranging  from  9-1/2%  to  9-7/8%. 
The  proceeds  from  these  issuances  were  used  to  repay 
the  company’s  outstanding  commercial  paper  ami  short¬ 
term  indebtedness,  and  for  general  corporate  purposes. 

During  1990.  t he  company  issued  $425  million  of 
debentures  with  interest  rates  ranging  from  9-7/8%  to 
10-5/8%  with  due  dates  ranging  from  2002  to  2021. 
Also  during  the  1990  fourth  quarter,  the  company 
issued  $75  million  of  medium-term  notes  with  interest 
rates  ranging  from  7.28%  to  9.93%  with  maturities 
ranging  from  two  to  17  years.  The  company  used  the 
net  proceeds  from  these  issuances  to  retire  a  portion 
of  its  outstanding  commercial  paper. 

The  annual  maturities  of  long-term  debt,  including 
sinking  fund  requirements  and  anticipated  early  retire¬ 
ments,  are  $252.  $48,  $169.  $22  and  $237  million  for 
1993  through  1997,  respectively. 

In  compliance  with  the  disclosure  required  by  Statement 
of  Financial  Accounting  Standards  No.  107.  “Disclos¬ 
ures  about  Fair  Value  of  Financial  Instruments,”  the 
fair  value  of  the  company’s  total  debt,  as  of  January  30, 

1993.  was  $3.45  billion  compared  to  a  recorded  amount 
of  $3.03  billion.  The  fair  value  was  determined  based 
upon  borrowing  rates  currently  available  for  debt  in¬ 
struments  with  similar  remaining  terms  and  maturities. 

The  net  book  value  of  property  and  equipment  encumbered 
under  long-term  debt  agreements  was  $98  million  at 
January  30,  1993.  Under  the  most  restrictive  covenants 
of  long-term  debt  agreements,  $1.2  billion  of  retained 
earnings  at  January  30.  1993,  was  restricted  as  to  the 
payment  of  dividends  and/or  common  share  repurchases. 

The  company  has  guaranteed  Venture's  repayment 
obligations  up  to  $14  million  under  Venture's  mortgage 
debt  agreement  until  such  time  as  Venture  achieves 
certain  financial  ratios.  Also,  in  connection  with  a  1986 
real  estate  transaction,  the  company  sold  $165  million 
of  notes  received  from  the  sale  of  real  estate  and  became 


contingently  liable  for  up  to  $42  million  of  the  purchaser's 
debt  in  the  event  of  default.  The  fair  value  of  these 
guarantees  is  not  significant. 

Lease  Obligations.  The  company  owns  approximately 
77%  of  its  department  stores  and  leases  substantially  all 
of  its  Payless  ShoeSource  stores.  Approximately  76% 
of  real  property  rent  expense  wras  attributable  to  Payless 
ShoeSource  stores  in  1992. 


Rental  expense  for  the  company’s  operating  leases 
consisted  of: 


(million*) 

1992 

1991 

1990 

Minimum  rentals 

$202 

$183 

$155 

Contingent  rentals  based  on  sales 

19 

21 

20 

Real  property  rentals 

221 

204 

175 

Equipment  rentals 

8 

11 

9 

Total 

$229 

$215 

$184 

Future  minimum  lease  payments  at  January  30,  1993, 


were  as  follows: 

(millions) 

Capital 

Leases 

Operating 

Leases 

Total 

1993 

$  13 

$  195 

$  208 

1994 

13 

186 

199 

1995 

13 

172 

185 

1996 

12 

156 

168 

1997 

12 

136 

148 

After  1997 

197 

603 

800 

Minimum  lease  payments 

260 

$1,448 

$1,708 

Less  -  executory  costs  included  in 

minimum  lease  payments 

- 

-  imputed  interest  component 

(163) 

Present  value  of  net  minimum  lease 

payments  of  which  $3  million  is 

included  in  current  liabilities 

$  97 

The  present  value  of  operating  leases  was  $913  million 
at  January  30,  1993. 

The  company  entered  into  capital  leases  with  MCI  (cur¬ 
rently  known  as  CenterMark  Properties,  Inc.)  in  1988 
for  certain  department  store  properties,  resulting  in  initial 
capital  lease  obligations  of  $74  million  payable  to 
MCI  through  2017.  These  leased  properties  owned  by  MCI 
secured  a  12%,  $74  million  note  receivable  from 
MCI,  which  was  repaid  in  1992.  See  Other  Assets  and 
May  Centers  Associates  on  page  23. 

Property  under  capital  leases  is  summarized  as  follows: 

January  30,  February  1, 

(millions)  1993  1992 

Cost  S101  Slot 

Accumulated  amortization  (37)  (34) 

Total  8  64  8  67 


Other  Liabilities.  Other  liabilities  principally  consist  of 
deferred  compensation  liabilities  of  $171  million  and 
$156  million  at  January'  30,  1993,  and  February  1,  1992, 
respectively.  Under  the  company’s  deferred  compensation 
plan,  eligible  associates  may  elect  to  defer  a  portion  of 
their  compensation  each  year  into  cash  and/or  stock  unit 
alternatives.  The  company  makes  payments  in  shares  to 
settle  obligations  with  most  participants  who  defer  in 
stock  units  and  maintains  shares  in  treasury’  sufficient 
to  settle  all  outstanding  stock  unit  obligations. 


Preferred  and  Preference  Stock.  The  company  is 
authorized  to  issue  25,134,474  shares  of  preferred  and 
preference  stock.  The  following  summarizes  the  autho¬ 
rized,  issued  and  outstanding  shares  by  type: 


Issued  and  Outstanding 


(dollars  in  millions.  Shares 

except  per  share)  Authorized 

Preferred  Stock,  no  par  value  51.323 

81.80  Preference  Stock, 
no  par  value  73,273 

3-3/4%  Cumulative  Preference 
Stock,  $  1 .00  par  value  per  share  9,878 

Preference  Stock.  $.50  par  value 
per  share,  in  the  aggregate, 
including  ESOP  shares  25,000,000 


January  30,  Fabruary  1, 
1993  1992 

$  Shares  $  Shares 

i  12.115  l  12.215 

1  26,733  2  29.076 

389  767,956  394  777.224 


The  Preferred  Stock  and  the  $1.80  Preference  Stock  are 
included  in  other  liabilities.  The  ESOP  Preference  Shares 
are  shown  separately  in  the  consolidated  balance  sheet 
outside  of  shareowners'  equity  as  the  shares  are  redeem¬ 
able  by  the  holder  or  the  company  in  certain  situations. 

Share  Repurchases.  During  1990,  the  company 
announced  plans  to  repurchase  up  to  $250  million  of  its 
common  stock  through  purchases  on  the  open  market  from 
time-to-time  as  market  conditions  allow’.  As  of  January 
30,  1993,  the  company  had  purchased  $71  million  of  its 
common  stock  pursuant  to  the  announcement. 

Stock  Option  and  Stock  Related  Plans.  Under  the 
company’s  common  stock  option  plans,  options  are 
granted  at  the  market  price  on  the  date  of  grant.  Options 
to  purchase  may  extend  for  a  period  of  five  or  10 
years,  may  be  exercised  in  installments  only  after  stated 
intervals  of  time,  and  are  conditioned  upon  continued 
active  employment  with  the  company,  except  periods 
following  retirement,  disability  or  death.  As  the  option 
price  is  fixed  at  the  market  price  on  the  date  of  grant, 
no  expense  is  charged  against  earnings  by  the  company. 
The  changes  in  outstanding  stock  options  were  as  follows: 


(shares  in  thousands) 

Shares 

1992 

Grant 

Prices 

Shares 

1991 

Grant 

Prices 

Outstanding  at  beginning  of  year 

2,709 

$  8-58 

3.083 

$  8-52 

Grunted 

792 

55-73 

48-58 

Exercised 

(831) 

8-55 

(824) 

9-52 

Cancelled  or  expired 

(200) 

30-71 

(318) 

30-55 

Outstanding  at  end  of  year 

2.470 

$16-73 

2.709 

8  8-58 

Exercisable  at  end  of  year 

Shares  available  for  additional  grants 

566 

2,552 

$16-55 

756 

3,179 

$  8-52 

Under  the  1979  Restricted  Stock  Plan,  the  company  is 
authorized  to  grant  a  maximum  of  1.8  million  shares  to 
management  associates.  No  monetary  consideration  is  paid 
by  associates  receiving  restricted  stock.  Restrictions  lapse 
over  periods  of  up  to  10  years  as  determined  at  the  date 
of  grant.  During  1992  and  1991,  there  were  98,300  and 
101,900  shares  of  restricted  stock  granted,  respectively. 

Shareowner  Rights  Plan.  The  company  has  a  Shareowner 
Rights  Plan  (Preferred  Stock  Purchase  Rights)  under 
which  a  right  is  attached  to  each  share  of  the  company’s 
common  stock.  The  rights  may  only  become  exercisable 
under  certain  circumstances  involving  actual  or  potential 


acquisitions  of  the  company’s  common  stock  by  a  person 
or  affiliated  persons.  Depending  upon  the  circumstances, 
if  the  rights  become  exercisable,  the  holder  may  be 
entitled  to  purchase  units  of  the  company’s  preference 
stock,  shares  of  the  company’s  common  stock  or  shares 
of  common  stoc  k  of  the  acquiring  person.  The  rights  will 
remain  in  existence  until  March  3,  19%,  unless  they 
are  earlier  terminated,  exercised  or  redeemed. 

Common  Stock.  Subsequent  to  year-end,  the  Board  of 
Directors  voted  to  effect  a  two-for-one  split  of  the 
company’s  common  stock  contingent  upon  shareowner 
approval  of  an  increase  in  the  number  of  shares 
of  authorized  common  stock  from  350  million  to  700 
million  and  a  change  in  par  value  per  share  of  common 
stock  from  SI. 00  to  S.50.  If  approved,  the  stock  split 
will  be  effected  by  the  distribution  on  June  15,  1993, 
of  one  additional  share  of  common  stock  for  each  share 
held  by  shareowners  of  record  on  June  1,  1993.  Because 
of  the  shareowner  approval  required  to  effect  the 
stock  split,  all  share  and  per  share  data  included  in  this 
annual  report  are  presented  on  a  pre-split  basis. 

Quarterly  Results  (Unaudited).  Quarterly  results  are 
determined  in  accordance  with  the  annual  accounting 
policies  and  include  certain  items  based  upon  estimates 
for  the  entire  year.  Summarized  quarterly  results  for 
the  last  two  years  were  as  follows: 

(millions. 


except  per  share) 

1992 

Quarter 

Firat 

Second 

Third 

Fourth 

Year 

Revenues 

$2,388 

$2,486 

*2.671 

$3,605 

$11.1.50 

Cost  of  sales 

$1,668 

$1,736 

$1,874 

$2,413 

$  7,691 

Nat  Earnings  (Lots) 

1  81 

$  393* 

$  (190)* 

$  319 

$  603 

Primary  Earnings  (Loss) 
Per  Share 

$  .61 

$  3.13* 

1(1.56)* 

$  2.53 

$  4.71 

Fully  Diluted  Earning* 
(Loss)  Par  Share 

$  .60 

$  2  96* 

$(1.44)* 

$  2.40 

$  4.52 

(millions. 

1991 

Quarter 

Firat 

Second 

Third 

Fourth 

Year 

Revenues 

$2,313 

$2,379 

$2,561 

$3,362 

$11  Mi  15 

Cost  of  sales 

$1,600 

$1,664 

$1,792 

$2,283 

$  7.339 

Nat  Earning* 

$  76 

$  82 

$  91 

$  266 

$  515 

Primary  Earnings 

Per  Share 

$  ..58 

$  .62 

$  .70 

S  2.12 

$  4.02 

Fully  Diluted  Earnings 
Par  Share 

$  .56 

$  6 1 

$  .69 

$  2.01 

$  3.87 

*  During  the  1992  second  quarter.  the  company  recorded  a  $298  million 
pretax  and  after  tax  nonrecurring  gain.  $2.25  per  share  on  a  fully 
diluted  basis  ($2.40  per  share  on  a  primary  basis).  from  the  distribution 
of  the  MCA  partnership  assets.  (See  May  Centers  Associates  on  page 
23.1  During  the  1992  third  quarter,  the  company  recorded  pretax  charges 
of  $485  million.  $298  million  after  tax  and  $2.25  per  share  on  a 
fully  diluted  basis  ($2.40  per  share  on  a  primary  basis),  for  special  ami 
nonrecurring  items.  (See  Special  and  Nonrecurring  Items  on  page  21.) 

On  a  full-year  basis,  the  special  and  nonrecurring  items  had  no  impart 
on  net  earnings  or  earnings  per  share. 

There  are  variables  and  uncertainties  in  the  factors  used 
to  estimate  the  annual  LIFO  provision  on  an  interim 
basis.  The  following  unaudited  supplementary  information 
shows  the  pro  forma  per  share  impact  of  LIFO  had  the 


final  variables  and  factors  been  known  at  the  beginning 
of  each  year. 


Quarter 

1992 

1991 

Pro 

Forma 

As 

Reported 

Pro 

Forma 

As 

Reported 

First 

$.01 

$.03 

$.02 

$.04 

Seeond 

.01 

.04 

.03 

03 

Third 

.01 

.02 

.03 

.02 

Fourth 

.02 

(-04) 

.04 

.03 

Year 

$.05 

$.05 

$  12 

$.12 

Notes  To  Six  Year  Summary  by  Business  Segment. 

Net  retail  sales  exclude  finance  charge  revenue  anil  sales 
of  sold  divisions  and  nonreplaced  closed  stores  in 
all  periods.  The  revenues  shown  below  include  finance 
charge  revenue  and  all  sales  of  all  stores  operating 
during  the  period. 

(millions)  1992  1991  1990  1989  1988  1987 

Revenues: 

Department  stores  $  9.362  $  9.067  $  8.700  $8.3.V»  $7,742  $6,415 

Payless  ShoeSouire  1.788  1.548  1.366  1.246  1.132  1.065 

Total  $11,150  $10,615  $10,066  $9,602  $8,874  $7,480 

Revenues  for  1989  include  53  werls. 

Operating  earnings  represent  LIFO  earnings  before  federal 
and  state  income  taxes,  net  interest  expense  and 
corporate  exjiense,  and  exclude  sold  divisions  and  special 
and  nonrecurring  items.  Goodwill,  the  fair  value 
adjustment  of  property,  equipment  and  leases,  and  the 
related  amortization  and  depreciation  of  such  items 
have  been  included  in  corporate  exjjense  and  total  assets. 
In  addition,  consolidation  costs,  store  closing  costs 
and  gains  have  been  included  in  corporate  expense  and. 
in  1992,  are  shown  on  a  separate  line  in  the  consolidated 
statement  of  earnings.  Had  these  items  been  included 
in  the  operating  segments,  operating  earnings  and  total 
assets  for  department  stores,  corporate  and  real  estate 
would  have  been: 


(millions) 

1992 

1991 

1990 

1989 

1988 

1987 

Operating  Earnings: 

Department  stores 

$  722 

S  912 

$  907 

$  941 

$  711 

$  597 

Heal  estate 

• T 

49 

40 

35 

73 

33 

Corporate  expense 

127 

(33) 

(66) 

(88) 

(34) 

(31) 

Total  Assets: 

Department  stores 

$7,240 

$7,297 

17.193 

$6,466 

$6,004 

$4,011 

Corporate  and 

real  estate 

577 

753 

524 

822 

1.128 

1,2.58 

Total  assets  for  corporate  consist  principally  of  cash, 
cash  equivalents,  goodwill  and  purchase  accounting 
fair  value  adjustments,  the  investment  in  MCA 
partnership  (prior  to  dissolution)  and  the  net  assets  of 
discontinued  operations. 

Net  assets  represent  total  assets  of  continuing  operations 
plus  the  present  value  of  operating  leases,  minus 
current  liabilities  excluding  notes  payable  and  the 
current  portion  of  long-term  debt.  Return  on  net 
assets  by  segment  represents  operating  earnings  plus 
the  interest  component  of  operating  leases,  divided 
by  net  assets  at  the  beginning  of  the  year. 

Capital  expenditures  for  department  stores  exclude 
amounts  related  to  the  acquisitions  of  Thalhimers  in  1990 
and  Foley’s  and  Filene’s  in  1988. 
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Six  Year 
Summary 
by  Business 
Segment 

The  May  Department  Stores 
Company  and  Subsidiaries 


(dollars  in  millions) 

1992 

1991 

1990 

1989 

1988 

1987 

Net  Retail  Sales 

Department  stores 

$  8,681 

$8,152 

$7,814 

$7,361 

$6,481 

$4,995 

Payless  ShoeSource 

1,788 

1,548 

1,366 

1,228 

1,132 

1,065 

Total 

$10,469 

$9,700 

$9,180 

$8,589 

$7,613 

$6,060 

Operating  Earnings 

Department  stores 

$  1,109 

$  963 

$  915 

$  945 

$  792 

$  604 

Payless  ShoeSource 

214 

184 

161 

144 

138 

132 

Total 

1,323 

1,147 

1,076 

1,089 

930 

736 

Corporate  expense 

(73) 

(67) 

(67) 

(77) 

(85) 

(71) 

Interest  expense,  net 

(219) 

(316) 

(280) 

(233) 

(198) 

(80) 

Sold  divisions  and  real  estate 

7 

32 

33 

20 

43 

66 

Special  and  nonrecurring  items 

(187) 

- 

- 

- 

- 

Earnings  from  continuing 

operations  before  income  taxes 

$  791 

$  796 

$  762 

$  799 

$  690 

$  651 

LIFO  Charge  (Credit) 

Department  stores 

$  10 

$  26 

$  39 

$  (22) 

$  (3) 

$  8 

Operating  Earnings  as 
%  of  Revenues 


Department  stores 

Payless  ShoeSource 

11.8% 

12.0 

10.6% 

11.9 

10.5% 

11.7 

11.4% 

11.7 

10.2% 

12.2 

9.4% 

12.4 

Total  Assets 

Department  stores 

$  6,431 

$6,498 

$6,389 

$5,752 

$5,307 

$4,011 

Payless  ShoeSource 

728 

678 

519 

442 

400 

383 

Corporate  and  real  estate 

1,386 

1,552 

1,328 

1,536 

1,825 

1,258 

Total 

$  8,545 

$8,728 

$8,236 

$7,730 

$7,532 

$5,652 

Net  Assets 

Department  stores 

$  5,413 

$5,527 

$5,499 

$4,716 

$4,348 

$3,414 

Payless  ShoeSource 

1,253 

1,069 

851 

749 

664 

614 

Corporate  and  real  estate 

1,069 

1,507 

1,298 

1,170 

1,120 

478 

Total 

$  7,735 

$8,103 

$7,648 

$6,635 

$6,132 

$4,506 

Return  on  Net  Assets 

Department  stores 

20.5% 

18.0% 

20.0% 

22.3% 

19.6% 

20.0% 

Payless  ShoeSource 

26.5 

29.0 

28.9 

28.9 

29.3 

31.1 

Total 

16.7% 

16.0% 

17.2% 

18.0% 

17.5% 

17.4% 

Capital  Expenditures 

Department  stores 

$  280 

$  361 

$  450 

$  427 

$  275 

S  314 

Payless  ShoeSource 

120 

146 

82 

51 

45 

71 

Corporate  and  real  estate 

4 

5 

16 

44 

17 

39 

Total 

$  404 

$  512 

$  548 

$  522 

$  337 

$  424 

Depreciation  and  Amortization 

Department  stores 

$  258 

$  250 

$  231 

$  208 

$  187 

$  148 

Payless  ShoeSource 

58 

46 

40 

36 

32 

27 

Corporate  and  real  estate 

25 

23 

23 

25 

47 

37 

Total 

$  341 

$  319 

$  294 

$  269 

$  266 

$  212 

Net  retail  sales  for  1989,  a  53-week  year,  are 

shown  above  on  a 

52-week  basis  for 

comparability. 

See  Notes  to  Six  Year  Summary  by  Business  Segment  on  page  26. 
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(dollars  in  millions,  except  per  share) 


1992 


1991 


1990 


Eleven  Year 

Financial 

Summary 

The  May  Department  Stores 
Company  and  Subsidiaries 


Net  Retail  Sales 

Operations 

Revenues 
Cost  of  sales 

Selling,  general  ami  administrative  expenses 
Interest  expense,  net 

Earnings  from  continuing  operations  before  income  taxes 
Income  taxes 

Net  earnings  from  continuing  operations 

Net  earnings 

Dividends  on  common  stock 
Capital  expenditures 
Depreciation  and  amortization 
Cash  flow  from  operations  ’ 

Per  Share 

Net  earnings  from  continuing  operations  2 

Net  earnings  2 
Dividends  paid 

Annual  dividend  rate  at  year-end 
Book  value 
Market  price  -  high 

-  low 

-  average  of  high  and  low 

Financial  Position 

Customer  accounts  receivable 

Merchandise  inventories 

Working  capital 

Property  and  equipment,  net 

Long-term  debt,  preferred  and  preference  stock 

Shareowners* *  equity 

Total  assets 

Statistics 

Percent  of  revenues: 

Net  earnings  from  continuing  operations 
Cash  flow  from  operations  1 
Return  on  equity 
Return  on  net  assets 

Stores  Open  at  Year-End 

Department  stores 
Pay  less  ShoeSource 

Average  Shares  Outstanding  and  Equivalents 

Primary 
Eullv  Diluted 


$1 0.469  $  9,700  $  9,180 


$11,150 

$10,615 

$10,066 

7.691 

7,339 

6,978 

2.202 

2,164 

2,046 

279 

316 

280 

791  * 

7% 

762 

188* 

281 

262 

603 

515 

500 

603 

515 

500 

205 

198 

191 

404 

512 

548 

341 

319 

294 

944 

834 

794 

$  4.52 

bo 

S  3.74 

4.52 

3.87 

3.74 

1.65 

1.61 

1 .54 

1.66 

1.62 

1.58 

25.64 

22.52 

20.08 

74.50 

60.38 

59.13 

52.00 

45.25 

37.38 

63.25 

52.81 

48.25 

$  2,373 

$  2,377 

$  2,456 

1,791 

1,741 

1,628 

2.679 

3,052 

2,635 

3,158 

3,151 

2,985 

3,270 

4,315 

3,965 

3,181 

2.781 

2,467 

8,545 

8,728 

8,236 

5.4% 

4.9% 

5.0% 

8.5 

7.9 

7.9 

21.5 

20.7 

21.8 

16.7** 

16.0 

17.2 

303 

318 

324 

3,563 

3,295 

2.967 

124.4 

124.0 

124.5 

132.6 

132.1 

132.4 

All  years  included  52  week*,  except  1989  and  1984  *hn  h  included  53  week* 

•  Pretax  earning  include  a  net  charge  of  $187  million  from  special  and  nonrecurring  items,  and  income  Imr*  include 
a  lux  benefit  of  $187  million  from  special  and  nonrecurring  items. 

*  *  Based  on  pretax  earnings  liefore  special  and  nonrecurring  items. 

1  Cash  How  from  operations  represents  net  earnings  and  depreciation/amortizafiun  from  continuing  operations. 

Represents  fully  diluted  basis  Primary  earnings  per  share  were  $.  19  higher  in  1992.  $.  15  higher  in  1991. 

$.1  t  higher  in  1*990.  $  1 1  higher  in  1989  and  $.01  higher  in  each  of  1988.  1986  and  1985. 
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1989 

1988 

1987 

1986 

1985 

1984 

1983 

1982 

*8,679 

*7,613 

*6.060 

$5,495 

*4.870 

*4,481 

*4,062 

*3,570 

*9,602 

*8,874 

$7,480 

$7,437 

$6,825 

$6,361 

$5,815 

$5,205 

6,581 

6,098 

5,186 

5,202 

4,775 

4,399 

4,033 

3,650 

1,989 

1,888 

1,563 

1,572 

1,436 

1,363 

1,240 

1,111 

233 

198 

80 

92 

91 

88 

81 

94 

799 

690 

651 

571 

523 

511 

461 

350 

284 

242 

258 

238 

237 

234 

210 

160 

515 

448 

393 

333 

286 

277 

251 

190 

498 

534 

444 

381 

347 

327 

297 

217 

186 

184 

170 

131 

124 

106 

89 

79 

522 

337 

424 

435 

400 

266 

198 

210 

269 

266 

212 

209 

181 

160 

151 

133 

784 

714 

605 

542 

467 

437 

402 

323 

S  3.64 

$  3.04 

*  2.56 

$  2.10 

$  1.82 

$  1.79 

$  1.64 

$  1.27 

3.52 

3.62 

2.89 

2.41 

2.21 

2.11 

1.94 

1.45 

1.39 

1.25 

1.12 

1.02 

.92 

.78 

.65 

.60 

1.42 

1.28 

1.14 

1.04 

.94 

.86 

.67 

.61 

18.65 

21.50 

18.26 

17.01 

15.73 

14.50 

13.21 

11.82 

52.63 

40.00 

50.88 

44.13 

32.50 

24.19 

21.00 

16.42 

34.63 

28.75 

22.25 

31.88 

21.00 

15.04 

14.84 

7.67 

43.63 

34.38 

36.56 

38.00 

26.75 

19.62 

17.92 

12.05 

$2,223 

$2,099 

$1,590 

$1,516 

$1,578 

$1,514 

$1,379 

$1,284 

1,491 

1,318 

1,044 

999 

1,035 

933 

787 

703 

2,059 

2,094 

1,821 

1,921 

1,529 

1,354 

1,338 

1,186 

2.666 

2,506 

2,037 

1,917 

1.846 

1.496 

1,389 

1,323 

3,406 

2,404 

1,111 

1,153 

1,071 

778 

915 

940 

2,319 

3,050 

2,723 

2,595 

2,421 

2,233 

2,041 

1,756 

7,730 

7.532 

5,652 

5,756 

5,221 

4,599 

4,320 

3,896 

5.4% 

5.1% 

5.3% 

4.5% 

4.2% 

4.4% 

4.3% 

3.7% 

8.2 

8.1 

8.1 

7.3 

6.8 

6.9 

6.9 

6.2 

18.0 

18.6 

17.0 

15.7 

15.5 

16.1 

17.0 

13.2 

18.0 

17.5 

17.4 

17.7 

18.8 

18.9 

18.3 

16.4 

288 

297 

258 

286 

301 

303 

300 

309 

2,746 

2,602 

2,436 

2,210 

1,867 

1,662 

1,389 

1,279 

133.6 

147.4 

153.2 

156.6 

155.6 

155.4 

153.9 

150.4 

140.0 

147.7 

153.2 

157.4 

156.0 

155.8 

154.2 

150.8 
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Independent 
Public 
Accountants 


Report  of  Management.  Management  of  May  is  respon¬ 
sible  for  the  preparation,  integrity  and  objectivity  of  the 
financial  information  included  in  this  annual  report.  The 
financial  statements  have  been  prepared  in  conformity 
with  generally  accepted  accounting  principles  applied 
on  a  consistent  basis.  The  financial  statements  include 
amounts  based  on  certain  estimates  and  judgments  of 
currently  available  information  and  management's  view 
of  current  conditions  and  circumstances.  Management  uses 
the  services  of  specialists  within  and  outside  the  company 
in  making  such  estimates  and  judgments. 

Management  has  established  and  maintains  a  system 
of  accounting  and  controls  to  provide  reasonable 
assurance  that  assets  are  safeguarded  against  loss  from 
unauthorized  use  or  disposition  and  that  accounting 
records  provide  a  reliable  basis  for  the  preparation 
of  financial  statements  and  to  ensure  that  such  financial 
statements  are  not  misstated  due  to  material  fraud 
or  error.  The  system  of  controls  includes  the  careful 
selection  of  associates,  a  division  of  responsibilities 
and  the  communication  and  application  of  formal  policies 
and  procedures  that  are  consistent  with  high  stan¬ 
dards  of  accounting  and  administrative  practices.  An 
important  element  of  this  system  is  a  comprehensive 
internal  audit  program.  Management  continually  reviews, 
modifies  and  improves  its  systems  of  accounting 
anti  controls  in  response  to  changes  in  business  conditions 
and  operations  and  to  recommendations  in  the  reports 
prepared  by  the  independent  public  accountants 
and  internal  auditors. 

Management  believes  that  it  is  essential  for  the  company 
to  conduct  its  business  affairs  in  accordance  with 
the  highest  ethical  standards  and  in  conformity  with 
the  law.  This  standard  is  described  in  the  company's 
policies  on  business  conduct  which  are  publicized 
throughout  the  company. 

Audit  Committee  of  the  Board  of  Directors.  The 

Board  of  Directors,  through  the  activities  of  its  Audit 
Committee,  participates  in  the  reporting  of  financial 
information  by  the  company.  The  committee  meets 
regularly  with  management,  the  internal  auditors  and 
representatives  of  the  company's  independent  public 
accountants.  The  committee  met  three  times  during 
1992  and  reviewed  the  scope,  timing  and  fees  for 
the  annual  audit  and  the  results  of  audit  examinations 
completed  by  the  internal  auditors  and  independent 
public  accountants,  including  the  recommendations 
to  improve  certain  internal  controls  and  the  follow-up 
reports  prepared  by  management.  Representatives  of 


the  independent  public  accountants  and  the  internal 
auditors  have  free  access  to  the  committee  and  the  Board 
of  Directors  and  attend  each  meeting  of  the  committee. 

The  members  of  the  Audit  Committee  are  Richard  R. 
Shinn  (chairman).  V  aughn  1).  Bryson,  Fdwurd  H.  Meyer. 
Russell  E.  Palmer,  Robert  D.  Storey,  Murray  L. 
Weidenbaum  and  Edward  E.  Whitacre,  Jr. 

The  Audit  Committee  reports  the  results  of  its  activities 
to  the  full  Board  of  Directors. 

Report  of  Independent  Public  Accountants. 

To  the  Board  of  Directors  and  Shareowners  of 
The  May  Department  Stores  Company: 

We  have  audited  the  accompanying  consolidated  balance 
sheet  of  The  May  Department  Stores  Company  (a  New 
York  corporation)  and  subsidiaries  as  of  January  30, 
1993,  and  February  1,  1992.  and  the  related  consolidated 
statements  of  earnings,  shareowners'  equity  and  cash 
flows  for  each  of  the  three  fiscal  years  in  the  j>eriod  ended 
January  30,  1993.  These  consolidated  financial  statements 
are  the  responsibility  of  the  company's  management. 
Our  responsibility  is  to  express  an  opinion  on  these  financial 
statements  based  on  our  audits. 

We  conduc  ted  our  audits  in  accordance  with  generally 
accepted  auditing  standards.  Those  standards  require 
that  we  plan  and  perform  the  audit  to  obtain  reasonable 
assurance  about  whether  the  financial  statements 
are  free  of  material  misstatement.  An  audit  inc  ludes 
examining,  on  a  test  basis,  evidence  supporting  the 
amounts  and  disc  losures  in  the  financial  statements. 

An  audit  also  includes  assessing  the  accounting 
principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall 
financial  statement  presentation.  We  believe  that  our 
audits  provide  a  reasonable  basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  aln»ve 
present  fairly,  in  all  material  respects,  the  financial 
position  of  The  May  Department  Stores  Company  and 
subsidiaries  as  of  January  30,  1993,  and  February  1, 
1992.  and  the  results  of  their  operations  and  their  cash 
Hows  for  each  of  the  three  fiscal  years  in  the  period 
ended  January  30,  1993,  in  conformity  with  generally 
accepted  accounting  principles. 

Arthur  Andersen  &  Co. 

1010  Market  Street 

St.  Louis,  Missouri  63101-2089 

February  22.  1993 
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Board  of 
Directors 


Vaughn  D.  Bryson  L4 
President  and 
Chief  Executive  Officer  of 
Eli  Lilly  and  Company 


Richard  L.  Bat  tram 
Vice  Chairman 


Thomas  A.  Hays  2.  4 
President 

Robert  D.  Storey  L5 
Partner  in  Thompson,  Hine 
&  Flory 

▼ 


Richard  R.  Shinn  l*.2.  3,  5 
Retired  Chairman  and 
Chief  Executive  Officer  of 
The  Metropolitan  Life  Insurance 
Company 

Jerome  T.  Loeb  4 
Vice  Chairman  and 
Chief  Financial  Officer 


William  P.  Stiritz  2.  4.  3* 
Chairman  of  the  Board  and 
Chief  Executive  Officer  of 
Ralston  Purina  Company 


Andrall  E.  Pearson  2.3.  4* 

Class  of  1958  Professor  of  Business 
Administration.  Harvard  University 
Graduate  School  of  Business 
Administration 


David  C.  Farrell  2* 
Chairman  of  the  Board  and 
Chief  Executive  Officer 


Edward  H.  Meyer  L  3* 

Chairman  of  the  Board,  President  and 
Chief  Executive  Officer  of 
Grey  Advertising  Inc. 

► 


Edward  E.  Whitacre,  Jr.  L4 
Chairman  and 
Chief  Executive  Officer  of 
Southwestern  Bell  Corporation 


Russell  E.  Palmer  L  3 
Chairman  and 
Chief  Executive  Officer  of 
The  Palmer  Group 


Murray  L.  Weidenbaum  L4 
Director  of  the  Center  for  the 
Study  of  American  Business  and 
Mallinckrodt  Distinguished 
University  Professor  at 
Washington  University 


Helene  L.  Kaplan  3<  4, 5 
Of  Counsel.  Skadden,  Arps.  Slate, 
Meagher  &  Flom 
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Management 


Lord  &  Taylor,  New  York  City 

Marshall  Hilsberg.  Chairman  and 
Chief  Executive  Officer 
Ronald  F.  Tanler,  President 


Kaufmann's,  Pittsburgh 

William  T.  Tobin,  President  and 
Chief  Executive  Officer 
Clarence  O.  Reynolds.  Chairman 


Foley's,  Houston 

Hcvwond  L  \\  ilanskv.  President 
and  Chief  Executive  Officer 
Donald  R.  Andrus.  Chairman 

Robinsons-May,  Los  Angeles 

David  P.  Mullen.  President  and 
Chief  Executive  Officer 
Kenneth  L  Wilkerson.  Chairman 

Hecht's,  Washington,  D.C. 

Irwin  Xazulia.  President  and 
Chief  Executive  Officer 
Thomas  I).  Eingleton.  Chairman 


Filene's,  Boston 

Eugene  S.  Kahn.  President  and 
Chief  Executive  Officer 
Joseph  \1.  Melvin.  Chairman 

Famous  Barr,  St.  Louis 

Thomas  J.  Hogan.  President  and 
Chief  Executive  Officer 
James  A.  I lageman.  Chairman 

Meier  &  Frank,  Portland,  Ore. 

Judith  K.  Holer.  President  and 

( diief  Executive  ( )flicer 

J.  \\  illiam  Rlanford.  Chairman 


Corporate 

Management 


Dav  id  C.  Farrell 
Chairman  of  the  Board  and 
Chief  Executive  Officer 

Thomas  A.  Hays 
President 

Richard  L  Bahrain 
Vice  Chairman 

Jerome  T.  Loch 
\  ice  Chairman  and 
Chief  Financial  ( )fficer 


Executive  Vice  Presidents 

Louis  J.  Carr.  Jr. 

(General  Counsel 

R.  Dean  Wolfe 
Real  Estate 


Senior  Vice  Presidents 

John  F.  Danahv 
Data  Processing 

\\  illiam  I).  Edkins 
Strategic  Planning 

Douglas  J.  Oilcs 
Human  Resources 


James  F.  Harner 

Customer  Service  and  Operati<*ns 

Lonny  J.  Jav 
Planning  and  Reporting 

Jan  R.  Kniffen 
Treasurer 

J.  Kent  McHose 
I  )i\  ision  Serv  ices 

Vice  Presidents 

James  Abram* 

Corporate  Communications 

James  R.  Bodemuller 
Merchandise  Information  Systems 

Richard  A.  Brickson 
Secretary  and  Senior  Counsel 

Richard  \  .  Clausing 
Accounting  and  Reporting 

Martin  M.  Doerr 
Taxes 

Thomas  M.  Ftzkurn 
Compensation  and  Benefit** 


Payless  ShoeSource,  Topeka 

Dale  W  Hilpert,  Chairman  ami 
(  duel  Executive  ( ffficer 
Maxine  Clark,  President 

May  Merchandising  Company 

Kenneth  Kolker. 

( ihief  Executive  ( Min  er 
Kenneth  B.  \\  infield.  Jr.,  (diairman 

Effective  July  I.  IW.’i: 

Millions  J.  forcasio.  President  and 
( .hiel  Executive  I  Mficer 
John  I  .  Dunham.  ( diairman 

May  Department  Stores 
International 

Martin  Bloom.  President 

The  May  Design  and 
Construction  Company 

Richard  Tao.  President 
Thomas  M  Rauch.  Jr..  Chairman 


\\  illiam  M  < biddard 
H i -k  Management  and  Insurance 

Robert  I ..  I  »rimm 
Executive  Development 

Laurence  M.  Heilman 
Merchandise  and  Consumer 
Research 

Stephen  J.  Hifiderberger 
Capital  Planning  and  Analysis 

Timothy  \Y  .  Plunkett 
Executive  Recruiting 

Joel  G.  Rebmanu 
Credit 

Rarrv  S.  Silver 
Audit 

Henry  \.  \\  agner 

FDP  Sv  stems  Development 

Mark  J.  Weikel 
Planning  and  Analysis 

Erank  J.  W  illiams.  Jr. 

Public  Affairs  and  Senior  Counsel 


Shareowner 

Information 


Corporate  Headquarters 

The  May  Department  Stores  Company 
61 1  Olive  Street 
St.  Louis,  Mo.  63101-1799 
(314)  342-6300 

1993  Annual  Meeting 

The  Annual  Meeting  of  Shareowners  will  be  held  at 
10  a.m.,  Friday,  May  21,  at  the  Cervantes  Convention 
Center,  Washington  at  Eighth  Street,  St.  Louis,  Mo. 

Information  Requests 

Copies  of  the  company’s  annual  report  to  shareowners, 
the  Form  10-K  annual  report  to  the  Securities  and 
Exchange  Commission,  and  the  Form  10-Q  quarterly 
reports  to  the  SEC  are  available  free  of  charge  to 
shareowners  upon  request  to: 

Corporate  Communications 

The  May  Department  Stores  Company 

611  Olive  Street 

St.  Louis,  Mo.  63101-1799 

A  summary  of  charitable  contributions  (including 
individual  major  contributions)  made  by  The  May 
Department  Stores  Company  Foundation  is  available 
upon  request  to  the  address  listed  above. 

Common  Stock 

Shares  of  The  May  Department  Stores  Company 
common  stock  are  listed  and  traded  on  the  New  York 
Stock  Exchange  (trading  symbol  MA).  The  stock  is 
quoted  as  “MayDS”  in  daily  newspapers. 

Shareowner  Inquiries 

For  assistance  concerning  dividend  payments  and 
shareowner  records,  including  change  of  address, 
please  contact  our  transfer  agent  and  registrar: 

The  Bank  of  New  York 
P.O.  Box  11258 
Church  Street  Station 
New  York,  N.Y.  10286-1258 
(800)  524-4458 

Security  analysts,  investment  professionals  and 
shareowners  may  direct  their  inquiries  to: 

Mr.  Jan  R.  Kniffen 

Senior  Vice  President  and  Treasurer 

The  May  Department  Stores  Company 

611  Olive  Street 

St.  Louis,  Mo.  63101-1799 

(314)  342-6413 


Dividend  Reinvestment 

Dividends  on  May  common  stock  may  be  reinvested 
economically  and  conveniently  through  partic  ipation 
in  the  Dividend  Reinvestment  Plan.  Participating 
shareowners  may  also  make  optional  cash  purchases 
of  May  common  stock.  Additional  information  may 
be  obtained  from  the  plan  administrator: 

The  Bank  of  New*  York 
P.O.  Box  11258 
Church  Street  Station 
New  York,  N.Y.  10286-1258 
(800)  524-4458 
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